





Relation Between Effective Aid Financing and Growth Rates 


Av. Annual 
% Change in 
Real Per 


Capita GDP 


Argentina (46-64) .78 
Bolivia (58-64) .78 
Brazil (48-64) .69 
Chile (48-64) 1.43 
Colombia (50-63) 1.44 
Costa Rica (50-64) 3.09 
Cuba (50-58) .60 
Dominican R. (51-64) 2.01 
Ecuador (50-64) 1.85 
El Salvador (50-63) 3.37 
Guatemala (50-64) ay 
Haiti (53-62) 14 
Honduras (50-64) — .18 
Mexico (46-64) 3.27 
Nicaragua (53-64) 2.40 
Panama (50-64) 2.46 
Paraguay (50-63) 7 
Peru (50-64) 3.24 
Venezuela (50-64) 2.63 
Jamaica (50-64) 6.14 
Puerto Rico (48-64) 6.59 
Surinam (56-63) 1.20 
Trinidad (52-64) 4.09 
Congo (50-59) 1.95 
Ghana (55-64) 25 
Ivory Coast (56-64) 72 
Kenya (54-64) 74 
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Table VIII 


Av. Annual Av 
Real Per 
Capita EAF 
(1958 dollars) 
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6.91 
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78 
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81 
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- 1.06 
77.35 
18.06 

—16.78 


— 3.39 

7.04 
— 6.43 
— .63 


Real Per 


Liberia (60-64) 3.28 
Nigeria (53-62) — .12 
Rhodesia (54-64) 56 
Sudan (55-63) 1.83 
( yprus (50-64) 2.08 
Lebanon (50-58) — 20 
Malta (54-64) 1.18 
Morocco (53-64) OS 
Syria (53-64) 2.48 
Tunisia (50-64) 1.90 
Turkey (50-64) 3.43 
UAR (50-61) a9 
Iran (59-63) 224 
Iraq (50-64) 6.38 
Burma (50-63) 41.08 
Ceylon (50-64) 47 
India (48-63) 52 
Indonesia (51-59) —2.85 
Malaysia (55-64) 1.23 
Pakistan (50-63) 32 


Philippines (48-64) 2.84 


Thailand (48-63) 3.62 

China (Taiwan) 4.95 
(50-64) 

Korea (48-64) 3.38 

Viet-Nam (55-64) <0 


Annual 
Change in 


i 3.37 


Annual 
Real Per 
Capita EAF 
Capita GDP (1958 dollars) 


- 8.41 


2.36 


77 


32 


17.10 


49.85 


3.01 
1.10 
16.50 
3.19 
4.30 


9.69 


-21.94 


08 
115 
1.18 

78 
9.94 
1.96 
4.99 

.09 


9.62 


10.10 
14.43 


Note: The dates are the coverage of the gross domestic product (GDP) data. 
The dates of the EAF data coverage are indicated in the Appendix. 


Source: Compiled from data in IMF, Balance of Payments Yearbooks and 


United Nations, Yearbooks of National Accounts Statistics. 
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Table IX 


Correlations Between Effective Aid Financing (FIP plus TP) 
and GDP Growth Rate 


(Both on a real per capita basis) 





Sample Coefficient 
Size Correlation 
Latin American Republics 19 —.0046 
(all except Uruguay) 
Latin American Republics 18 .1708 
(except Uruguay and Venezuela) 
Latin American Region: Other | .3518 
Latin American Region 23 .2990 
Central Africa 8 —.6384 
Middle East and North Africa 10 —.5413 
Middle East and North Africa 8 —.1139 
(excluding major oil producing countries) 
South and East Asia 11 .1969 
South and East Asia (excluding Taiwan, 8 .0400 
Korea, Viet-Nam) 
Total Underdeveloped Countries 52 0611 
Total Underdeveloped Countries 49 —,.0225 


(excluding major oil producing countries ) 


Source: Correlation computations involving data of Table VIII. 


new hypothesis yet to be tested) may also have some importance. 
In the postwar period there has been all too much emphasis on the 
importance of monetary foreign investment and on monetary aid. 
Too much of such aid has either been misused or left unspent in 
the financial centers of the developed countries. Increasingly, in 
fomenting development, emphasis should be on the international 
transfer of technology, on the effective assimilation of technology 
in the underdeveloped countries, and on the weakening of the in- 
stitutional resistances to the assimilation of the technology. 


Surely, in reality, fast-growing countries like Japan, Israel, and 
Puerto Rico have obtained their foreign aid more because they were 
doing an effective job than because they needed it. Foreign aid, 
taken alone, may be humane charity at times of catastrophe; it 
seems not to play a prime causal role in implementing economic 
development. The trouble with aid is not that it represents sacri- 
fice on the part of the poor, put-upon North Americans. They are 
living rather well, the most of them. The trouble is that aid per 
se does not get the development job done. 


tan: Be a 
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IV. APPENDIX: COVERAGE OF DATA 


The number of countries covered in the FIP plus TP computations 
varics somewhat (but not a great deal) from year to year. First and last 
84 countries were covered. The names of the countries in each of the 
groupings and the years for which data on the particular country are in- 
cluded are summarized in the following table: 


A. LATIN AMERICAN REGION 

1. Republics: *Argentina (1946-65), *Bolivia (1947-65), *Brazil 
(1947-65), *Chile (1946-65), *Colombia( 1946-65), *Costa Rica (1946- 
59), *Dominican Republic (1946-65), *Ecuador (1946-65), *El Salvador 
(1946-65), *Guatemala (1946-65), *Haiti (1949-64), *Honduras 
(1946-65), *Mexico (1946-65), *Nicaragua (1946-65), *Panama 
(1946-65), *Paraguay (1948-65), *Peru (1946-65), *Venezuela 
(1946-65). Chief omission: Uruguay. 


2. Other: *Jamaica (1960-65), *Puerto Rico (1946-64), *Surinam 
(1950-65), *Trinidad and Tobago (1960-64). Chief omission: Aruba 
and Curacao. 


B. CENTRAL AFRICA 

*Congo, Dem. Rep. (1948-59), Ethiopia (1946-65), *Ivory Coast 
(1963-65), *Kenya (1963-65), *Liberia (1953-59), Malawi (1964), 
*Rhodesia (1946-64), Sierra Leone (1963-64), Somalia (1951-65), 
*Sudan (1947-65), Zambia (1964-65). Chief omissions: Most former 
French colonies, Tanzania. 


C. NORTH AFRICA AND MIDDLE EAST 

*Crprus (1957-65), *Iran (1946-65), *Iraq (1946-65), Jordan 
(1950-65), *Lebanon (1951-57), Libya (1956-65), *Malta (1959 65), 
*Morocco (1955-65), Saudi Arabia (1959-65), *Syrian Arab Republic 
(1963-63), *Tunisia (1957-65), *Turkey (1946-65), *United Arab 
Republic (1946-65). Chief omission: Kuwait. 


D. SOUTH AND EAST ASIA (EXCLUDING JAPAN) 

*Burma (1950-65), Cambodia (1958-64), *Ceylon (1946-65), China 
—~Mainland (1946-48), *China—Taiwan (1950-65), *India (1946-64), 
*India (1946-64), *Indonesia (1946-63), *Korea (1950-65), Laos 
(1958-61), *Malaysia (1956-65), *Pakistan (1948-65), *Philippines 
(1946-65), *Thailand (1947-65), *Viet-Nam, South (1956 65). 


E. DEVELOPED DEBTOR COUNTRIES 
1. Anglo Background: Australia (1946-64), Canada (1946-64), New 
Zealand (1946-64), South Africa (1946-65). 


2. European: Austria (1946-65), Czechoslovakia (1947-48), Denmark 
(1946-65), Finland (1946-65), Germany, Fed. Rep. (1948-64), Greece 
(1946-65), Iceland 1946-65), Ireland (1946-65), Italy (1946 64), 
Norway (1946-65), Spain (1954-65). Chief omission: Portugal. 


3. Other: Israel (1949-65), Japan (1946-65). 
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F. DEVELOPED CREDITOR COUNTRIES 

Belgium-Luxembourg (1946-65), Netherlands (1946-64), Sweden 
(1946-65), Switzerland (1952-64), United Kingdom (1946-65), United 
States (1946-65). Chief omission: France. 


In 1964, 89 per cent of the population of the underdeveloped world 
was covered and 91 per cent of the population of the developed world. 
Coverage in carlier years was somewhat less. 


Computations in the worksheets were handled precisely in millions. 
Rounding in billions results in occasional minor discrepancies. 
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Economic Union and Political Reunion 
in Latin America 


by ROBERT J. ALEXANDER * 


The most popular theme of discussion in Inter America affairs 
these days is that of Latin American economic unification. The 
presidents of nineteen Latin American republics and our own chief 
executive are all on record in favor of it. The OAS is for it, the 
Alliance for Progress is pledged to stimulate it. Newspaper 
articles, the official statements of all of the governments of the 
hemisphere except that of Cuba, and of all Inter American organi- 
zations, would make Latin American economic unity in the near 
future appear to be all but irresistible. 


What I shall say in this paper is therefore a minority statement. 
I am opposed to Latin American economic—or political—unity. I 
just don’t think that it is likely to come about in the proximate 
future. As I shall try to show, despite their fulsome statements 
in its support, the leaders of most of the Latin American nations 
are not yet ready to take this revolutionary step. 


Historical Background, The historical roots of the drive towards 
Latin American economic and political unity are to be found in the 
colonial era. During the three hundred years that the present 
twenty Latin American republics were colonies, they had a kind of 
unity, both in an economic and political sense. However, this 
unity of the past contributes little to recreating a united Latin 
America in the 20th Century. 


The Latin American countries were parts of three world empires 
during the colonial epoch: those of Spain and Portugal. Eighteen 
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of the American republics were Spanish dependencies until 1810; 
the nineteenth was part of the Portugese Empire, while little Haiti 
was a French possession. 


However, this unity of even Spanish America under one master 
was more illusory than real. It is true that they were united in a 
sense, as colonies of Spain, but they had little unity one with 
another. They all had bilateral relationships with Spain and re- 
latively little contact among themselves. 


The Spanish-American colonies were useful to Spain for what 
they could contribute to it. She therefore tied them as closely as 
possible to her, but did not encourage them to have close relations 
with one another. Each colony sent gold, silver, or whatever other 
products it possessed which Spain desired, and received in return 
from the Mother Country, those handicrafts and manufactured 
goods which it needed from Europe. However, they traded little 
or not at all with their next door fellow Spanish colonies—except 
insofar as some principal cities, such as Mexico or Peru served as 
entrepots for the exchange of goods between outlying provinces 
and the Iberian Peninsula. 


The situation of Brazil was not markedly different from that 
of the Spanish American colonies, insofar as economic relations 
were concerned. Those parts of Portugese America producing 
goods which Portugal wanted traded directly with her; there was 
relatively little interchange among the various parts of Brazil. 
There was virtually no commercial contact between Brazil and 
Spanish America. 


However, in spite of this unilateral relationship which existed 
between Spanish-America and Spain, and Brazil and Portugal, 
there was a hemispheric content to the movement for Independence 
during the first decades of the 19th Century. There was an aware- 
ness among the various colonies which were seeking their inde- 
pendence that they were engaged in a common struggle. Bolivar, 
the Venezuelan, helped to bring about the independence not only 
of his own country, but also of Colombia, Ecuador, Panama, Peru 
and Bolivia. Likewise, San Martin, the major architect of Argen- 
tine freedom from Spain, crossed the Andes to liberate Chile, and 
continued northward along the Pacific Coast to contribute to the 
independence of Peru as well. The independence of Mexico 
brought also the separation of all of Central America from the 
Spanish yoke. 
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The most outspoken advocate of inter-Latin American national- 
ism in this period was undoubtedly Simon Bolivar. He had a 
vision of a single Latin American nation, each part of which would 
contribute to the defense and development of each of the other 
parts. To this end, he summoned a conference which met in 
Panama in 1826, to which all of the then existing Latin American 
nations were invited, as well as the United States. 


Although this Panama Conference of Bolivar failed in its ob- 
jective of bringing about the unity of the former Spanish and 
Portugese colonies, it is now looked upon in Latin America as the 
first step in the long struggle for the unity of the area. It is also 
important because it raised for the first time a question which was 
to plague Latin American affairs for the following decade and a 
half: whether the movement for unity should be Latin American 
or Pan American in nature. 


Delegates from the United States were invited to the Panama 
Conference. Although they set out on their voyage to the Isthmus 
too late to arrive on time, the very fact that they were invited en- 
gendered a certain amount of antagonism among the Latin Ameri- 
can countries. This skepticism concerning the right of the United 
States to participate in movements towards unity of the region was 
to grow with the passing of time. 


During the century that succeeded the Panama Conference, the 
trend towards economic and political unity of the Latin American 
countries was not noticeably intensified. Quite to the contrary. 
Each country of the area tended to develop its own bilateral rela- 
tions with either one or more countries of Western Europe or with 
the United States. Each country tended to develop exports of 
minerals or agricultural products in response to the needs of the 
early industrial countries. In return for these exports, it tended 
to bring back from Europe or North America the manufactured 
goods which its inhabitants needed to an increasing degree. 


Thus the economies of each individual Latin American country 
continued to be complementary to that of some nation outside of 
the Latin American area with a more highly developed economy. 
There was little reason or incentive for the individual Latin Ameri- 
can countries to develop close economic relations with one another. 


In addition to those economic factors which discouraged eco- 
nomic unity in the Latin American area, there were political ele- 
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ments which had the same effect. The boundaries between the 
various sections of the Spanish-American empire were frequently 
vague, so long as Spain remained the master of most of the Ameri- 
can hemisphere. Furthermore, there were traditional rivalries be- 
tween the Spanish and Portugese segments of America. 


These aspects of the colonial situation in Latin America assumed 
an importance after Independence which they had not had during 
the colonial period. What were merely borders between Spanish 
provinces now became boundaries of national states. The result 
was a series of border disputes which have not even now been 
totally settled. 


These border quarrels and other national issues gave rise to con- 
flicts among the various Latin American states during the first 
century or more of independence. Wars between Brazil and Argen- 
tina; Brazil, Argentina and Uruguay against Paraguay; Peru and 
Bolivia against Chile; Bolivia versus Brazil; one Central American 
state against another, marked this whole period. Even as recently 
as the early 1940's there was a major conflict between Peru and 
Ecuador, which resulted in the former country seizing about half 
of Ecuador’s national territory. 


Thus the history of independent Latin America gives us a picture 
marked by more conflict than unity among the various countries 
of the area. However, the idea of Latin American unity was by 
no means completely lost during these many decades. It tended to 
assume new strength in the early decades of the 20th Century. 


The United States had much to do with this resurgence of senti- 
ments of Latin American unity. Our tendencies towards expansion, 
very evident in the Spanish-American War of 1898—in which, in 
the name of freeing Cuba from Spanish rule, we acquired sover- 
eignty over Puerto Rico, the Philippine Islands and various other 
outposts—and in the decades immediately following it, tended to 
make the Latin American countries draw together in self-defense. 


The torch of Latin American unity was first taken up by a group 
of intellectuals-politicians. Among the most outstanding of these 
were Alfredo Palacios and Manuel Ugarte, both Argentines, and 
the Uruguayan writer Enrique Rodo. They underscored the dan- 
gers to the Latin American nations of the expansionist ambitions 
of the United States, criticizing not only the economic penetration 
and the military incursions of the North Americans, but their 
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“cultural imperialism” as well. Rodo was particularly insistent 
on the dangers which the allegedly materialistic civilization of the 
United States had for the supposedly more spiritual culture of the 
Latin American peoples. All of these precursors of the con- 
temporary movement for Latin American unity urged the import- 
ance of the Latin Americans presenting a united front not only to 
the United States but to all outside influences. 


After World War One there developed the first important politi- 
cal movement which had as a basic part of its philosophy the idea 
of Latin American political and economic unity. This was the 
Aprista Movement, the American Popular Revolutionary Alliance, 
which started as a movement of the Latin American youth, particu- 
larly those of the universities, but which after 1930 was confined 
largely to Peru, where its party became the country’s largest politi- 
cal grouping. In the decades between the two world wars, and the 
years immediately thereafter, a sizable group of parties more or 
less patterned after the Apristas, and allied with them developed in 
various Latin American countries. 


The ideas of the Apristas were of great importance in developing 
a movement of Latin American unity. They insisted that the Latin 
Americans had more interests in common than they had in opposi- 
tion to one another. They argued, too, that the Latin Americans 
should form a single nation, to deal on a basis of equality with the 
United States. They insisted that although for their economic de- 
velopment the Latin Americans needed foreign investment, they 
should establish the terms upon which outside entrepreneurs should 
invest their funds within the Latin American countries. 


Parties developed in various Latin American countries which 
adopted the Aprista ideas in whole or in part. These included the 
Accién Democratica Party in Venezuela, Liberaci6n Nacional in 
Costa Rica, the Auténticos in Cuba, the Dominican Revolutionary 
Party in the Dominican Republic, the Febrerista Party in Paraguay, 
the Nationalist Revolutionary Movement in Bolivia. 


However, the impact of Aprista ideas went far beyond these 
parties. In recent years, most Christian Democratic parties have 
also advocated the basic economic and political ideas first put 
forward by the Apristas. Other parties have also endorsed these 
ideas. 


Recent Incentives to Latin America Economic Unity. Since 
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World War Two, new influences, particularly in the economic 
field, have brought the Latin Americans to consider more urgently 
the question of unity of the area. All of the countries of the re- 
gion have sought with greater or less intensity to diversify their 
economies, and particularly to industrialize. They have become 
increasingly aware of their inadequacies for this task in terms of 
population, resources and skilled manpower. As a result, there 
has been a certain tendency to seek cooperation with their neigh- 


bors. 


This tendency has been stimulated strongly by the United Na- 
tions’ Economic Commission for Latin America. With its head- 
quarters in Santiago de Chile, the ECLA has gathered together 
an excellent team of expert economists. They have not only made 
extensive studies of the nature and problems of the economies of 
the various Latin American countries, but have also carried on a 
constant and energetic campaign in favor of closer relations among 
the Latin American nations, and ultimately for their formation of a 
single economic unit. Such steps as have been taken in that direc- 
tion are to a very large degree due to the influence of ECLA. 


Recently another powerful influence has been brought to bear 
on the side of economic unity of Latin America. This is the United 
States Government. Starting with the original agreements estab- 
lishing the Alliance for Progress, and culminating in the recent 
Conference of American Presidents in Punta del Este, the United 
States has thrown its support behind the idea, and has promised to 
make extensive resources available to make it come to pass. 


Finally, mention should be made of the development of the 
European Economic Community, or as it is more commonly known, 
the European Common Market, as an influence behind the drive 
towards greater economic unity in the twenty countries to the South 
of us. The EEC has been important both as a model, and as a 
threat. 


On the one hand, the European Economic Community has been a 
l:ving proof of the fact that it is possible for several different na- 
tions, with a long tradition of hostility to one another, to merge 
their economies through a planned process leading ultimately to 
complete unity. On the other hand, the EEC has given special entry 
to its huge market to the products of former European colonies in 
Africa, products which are in di:ect competition with those which 
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are among the major export commodities of Latin America. Fear- 
ful of being completely eliminated from the markets of Western 
Europe, the Latin Americans have had reason to look to one an- 
other as possible places to sell their products. 


Fulfillment of Import Substitution Industrialization. There have 
been important internal developments within the Latin American 
countries which have seemed to make closer economic union among 
them seem more attractive than it once did. These are closely 
associated with the strategy of industrialization which has been 
used by almost all of these nations. 


The Latin American countries have been industrializing in ac- 
cordance with what economists call import substitution. That is 
to say that they have been developing by building up industries to 
produce goods which they had previously been importing. For a 
considerable period of time, such a strategy has very considerable 
advantages. 


Before we look at these advantages it would perhaps be will to 
note the prerequisites which are necessary in order for a country 
to use the import substitution strategy of development. These 
are basically two in number: they must have a sizable quantum of 
imports for which substitute commodities can be produced at home; 
and the industries which are developed must be afforded adequate 
protection against competition from products turned out in the 
more advanced industrial nations. 


Latin American nations have had these two prerequisites. Start- 
ing in the last quarter of the 19th Century, virutally all of them 
built up sizable segments of their economies which were dedicated 
to the output of agricultural and mineral products, raw materials 
and foodstuffs, which were needed by the industrialized nations 
of Europe and North America. These exports made it possible 
for the Latin American countries to import more or less significant 
quantities of manufactured goods from the Western European 
countries and the United States to which they sold most of their 
exports. In addition, from the days of the Great Depression most 
of the Latin American countries have followed a policy of high 
protection for the new industries being established within their 
borders. 


The import substitution strategy of economic development has 
the great advantage that for a considerable period of time, there 
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is no pressing problem of expanding their market, insofar as the 
new industrialists are concerned. They have an assured market, 
of a size indicated beforehand by the amount of goods which pre- 
viously have been imported. Furthermore, the market tends to 
expand by the process of import substitution; the workers employed 
in the new industries tending themselves to become part of the 
market for consumers goods produced within the country. 


In addition, the import substitution strategy of development has 
a certain logic of expansion. The creation of consumers goods 
industries gives rise to a demand for certain kinds of simple ma- 
chinery, which if it becomes large enough can lead to the estab- 
lishment of a manufacturing branch to produce that kind of ma- 
chines. Likewise, the employment of larger numbers of people 
in relatively high paying manufacturing enlarges the pre-existing 
market for heavy consumers goods—radios, televisions, refrigera- 
tors and the like—and in time may make possible the establishment 
of industries to produce substitutes for imports in those fields. 


During this period, in which import substitution has flourished, 
the Latin Americans have been able to ignore a number of prob- 
lems. Because the basic problem of industrialization has been the 
more or less physical one of building up the factories and other 
equipment necessary to produce the import substitutes, rather than 
one of finding ways and means of expanding the market, Latin 
American entrepreneurs can afford to ignore to a considerable 
degree problems which in a more heavily industrialized economy 
seem of first-rate importance. These include such questions as 
costs of production, level of skill of employees and managers, 
quality of products, and most of all, the fact that large elements 
of the agricultural sector of the economy are more or less com- 
pletely outside of the market. 


However, the period of import substitution comes to an end. 
There comes a time when all of the imported commodities for 
which there is a sufficient market in the developing country to 
justify the establishment of a competing national industry, have 
been substituted for. At that point, the major problem of the 
entrepreneurs shifts from the physical one of building plant and 
equipment to the more difficult one of expanding the existing 
market. 


In most of the Latin American countries, the expansion of in- 
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ternal markets is likely to be a painful process. It will require 
fundamental economic, social and political reforms. It will re- 
quire the raising of real wages of urban workers; it will need the 
reorganization of agriculture—that is, the redistribution of the land 
held by large landholders who have little incentive to expand out- 
put and who cultivate their land by antidiluvian methods which 
deprive most of their employees of receiving any appreciable money 
income. It will also require marked improvements in production 
methods, the extension of general education and particularly of 
technical and vocational education. 


There is strong resistance in many Latin American countries to 
such changes as are required to expand the existing market. There 
is therefore a temptation to look for other ways to find new cus- 
tomers and new places to sell the products of national industry. 


Exports of industrial products by the Latin American nations are 
a logical alternative to expansion of the internal market. There 
are various theoretical possibilities for such exports. These include 
shipping of goods to the already industrialized countries, but these 
nations are more than a little reluctant to accept manufactured 
goods from Latin America and other underdeveloped areas. They 
include exports to other less-developed areas of Asia and Africa, 
which are less industrialized than many of the Latin American 
countries, and still import sizable quantities of consumer goods; 
but most of these Asian and African countries have some kind of 
special relationship with the older industrial nations, and in any 
case, the Latin American industries are not likely to be able to 
compete at this point with products from Europe, the United States 


and Japan. 


That leaves exports to the rest of Latin America. Thus, the 
industrialization process itself has provided some considerable in- 
centive for the Latin Americans to try to develop closer relations 
among themselves, to trade more with one another. 


Divisive Factors. \n spite of these factors which would seem to 
militate strongly in favor of the economic, and perhaps the ultimate 
political, unification of Latin America, I remain skeptical that 
any such event is going to take place in the proximate future. There 
seem to me to be too many other factors which work against this 
development. 


The Latin American countries are in fact a great deal more 
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different one from the other than we North Americans are inclined 
to believe them to be—and than many Latin American political 
leaders and intellectuals think they are. Ethnically, linguistically, 
even religiously there are great distinctions among them. Bolivia, 
Peru, Ecuador, and Guatemala are overwhelmingly Indian in racial 
terms, and are torn to a greater or less degree along racial lines. 
Haiti is almost completely Negro. Argentina, Uruguay and Costa 
Rica are strongly white in racial composition. The rest of the 
countries are one or another degree of mixture of these three 
basic racial elements. 


Geography is also a great impediment to unity. Vast distances, 
mountains, tropical rivers still constitute great handicaps to com- 
munications and transportation. A sizable proportion of the Latin 
American countries have just begun to occupy effectively their 
own vast frontiers. Huge segments, particularly of South America, 
are almost devoid of people. 


There are also lingering national rivalries among the Latin 
American countries which should not be overlooked—the Latin 
Americans themselves do not overlook them. In recent years 
Argentina and Chile have almost come to blows on several oc- 
casions over border disputes in the Tierra del Fuego and the 
Straights of Magellen; Argentina and Brazil are traditional rivals 
and are deeply suspicious of one another; Uruguayans and Para- 
guayans complain bitterly about ‘Argentine imperialism’. Peru 
and Ecuador actually had a war in 1942, as the result of which 
Ecuador lost half of its territory, and irredentist spirit still runs 
high in that country. Relations between Haiti and the Dominican 
Republic are always not far from the boiling point. 


Too Late and Too Early. The problems which we have men- 
tioned are important handicaps for any movement towards eco- 
nomic and ultimate political union of the Latin American countries. 
However, they would probably not be decisive by themselves. There 
are much more significant drawbacks which are to be found in the 
economic field. 


Although it may sound like a paradox, it seems to me that in 
economic terms it is both too late and too early for the Latin Ameri- 
can nations to achieve unity. This paradox requires a little ex- 
planation. 


If the Latin American countries could have agreed upon eco- 
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nomic unity right after World War Two it might have worked 
with relative ease. A customs union could have been used then as 
an instrument of development planning. It would have been pos- 
sible, among the larger countries, to agree that country x in a given 
area should have a steel industry, while country y in the same gen- 
eral region should have a heavy chemical one; still another na- 
tion would get the rubber tire industry. 


Such planning would have allowed the Latin American countries 
to make better use of the relatively limited capital and other re- 
sources. Recent LAFTA Conference called to lay the groundwork 
for the move to a Common Market. Bolivia, Paraguay, Ecuador 
and Uruguay asked for special treatment which the other nations 
would not give them. 


The problem is that these countries, as well as Haiti and the 
Dominican Republic, and even the countries making up the Central 
American Common Market, would be likely to lose all of the few 
industries they already have, if they had to face the competition of 
the manufacturing firms of Brazil, Argentina, Mexico or Chile. 
They need protection from these countires as much as they do 
from the United States, Europe or Japan. 


Political Factors, There are also political impediments to eco- 
nomic unity. In part, this is due to the fact that many of those 
who are most enthusiastic about the possibilities of economic uni- 
fication of Latin America want it as the entering wedge for the 
ultimate formation of a United States of Latin America. Contrari- 
wise, those who are not yet ready to see a serious move for politi- 
cal unity are likewise against the first steps which are involved in 
a customs union. 


It is undeniable that there are certain germs of political unity 
already existent in Latin America. For one thing, there is the 
historical aspiration dating from the time of Bolivar that the 
former Spainish and Portugese colonies might form a single coun- 
try. Second, there is certainly a feeling of general Latin American 
unity against outsiders, most particularly against the United States 
and Europe. Finally, there is a widely prevalent mystique of Latin 
American unity, a conviction that the Latin Americans have a great 
deal more which unites them in their history, their language, their 
culture, than they have which divides them. 


However, this is not enough to provide an ample basis for politi- 
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cal unity, and as a first and essential step towards this, economic 
unification. There persist nagging political differences which 
handicap any drive to unity. For instance, there is the continuing 
division of the Latin American countries between those which are 
governed by dictatorships and those which are ruled in a democratic 
fashion. There is fear in those nations where democracy presently 
is a reality that it would be endangered by too close an association 
with those countries where dictatorships persist. There is pre- 
occupation that if a united Latin American state should fall under 
a military dictatorship, those constituent parts of it which had been 
democratic would have no way of maintaining their own democ- 
tracy. This issue is a major stumbling block to the Central Ameri- 
can Common Market developing into a single nation. 


Aside from the general problem of dictatorship and democracy, 
there exists also at this moment the very particular problem of the 
Castro regime in Cuba. Certainly, under the circumstances no move 
towards Latin American economic or political unity could include 
the Republic of Cuba. So long as the Castro regime remains in 
power in Cuba, it will continue to be a center of dissension through- 
out the hemisphere. Castro will certainly not want to see economic 
or any other kind of unity among the Latin American countries 
which would completely isolate his regime in the hemisphere. 


There is also the fear which the weaker countries have of the 
stronger nations in the Latin American area. There is nagging 
fear in Paraguay, Uruguay, Bolivia and even Chile of being domi- 
nated by Argentina if too strong links, economic or otherwise, are 
forged with that nation. Somewhat the same feeling of latent fear 
and suspicion exists on the part of the Central American countries 
towards their own Colossus of the North, Mexico. 


Is There Really a Will To Unity? All of the doubts which we 
have expressed over the likelihood of a Latin American economic 
union being established in the near future add up, perhaps, to one 
major issue: Is there really a will to unity, economic or otherwise, 
in Latin America ? 

It is certainly true that Latin American politicians, from presi- 
dents on down, are now expected to make noises periodically in 
favor of this idea. However, as we have indicated, when it comes 
down to the knitty-gritty business of working out the hows and 
wherefores, the problem becomes more difficult, and there are 
good reasons why it is not possible “right at this moment”. 
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Furtheremore, there is good reason to believe that some of the 
more important countries really have no great desire to see eco- 
nomic unity come about in the foreseeable future. For instance, it 
is doubtful that there is any real sense of urgency about Latin 
American economic union in Brazil. The Brazilians have such a 
gigantic job ahead of them for the next couple generations to de- 
velop the resources of their own huge country, that this seems 
likely to me to be the center of their attention for a long time to 
come. 


Brazil is one of the world’s great nation-continents, capable of 
becoming one of the great economic, political and perhaps even 
military powers of the contemporary world, and the world im- 
mediately to come. Hence, at best the question of Latin American 
unity will remain a periphery issue in Brazil. 


Argentina is in somewhat the same situation. It doesn’t have 
the potentialities of Brazil, but it does have a certain tradition of 
separateness from the rest of Latin America, and has exceedingly 
complicated internal problems to resolve which may well be more 
tather than less confused by close economic and other links with 
its neighbors. 


There are certainly two important countries which are vitally 
interested in seeing closer economic unity in Latin America. Chile 
very much needs this because its small population severely limits 
its future possibilities for economic growth. Although President 
sane Frei’s program of agrarian ‘reform will substantially en- 
large the internal market, it has severe absolute limits because there 
are only eight million Chileans. Mexico is enthusiastic about Latin 
American economic unity because it has been the great gainer from 
the Latin American Free Trade Area, and would like to see it ex- 
tended further. 


The situation of Brazil and Argentina underscores one character- 
istic of the Latin American countries. There is a degree of feeling of 
isolation from one another among the Latin American countries 
which one who has not been there would not suspect. The news- 
papers carry amazingly little news about what is transpiring in 
neighboring countries. Generally, well informed people in one 
Latin American nation are likely to know a good deal more about 
the United States than they do about the Latin American nation 
next door. The politically literate people of the various nations of 
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the area are so preoccupied with their own economic, political, 
social and cultural problems that they generally don’t have much 
time left to learn much about what is going on across the frontier. 


All of these things being true, I have a sneaking suspicion that 
the great desire for Latin American economic unity is more ap- 
parent than real. It may be that events will transpire which will 
change this situation, but at present, it seems to me that the lack 
of any really widespread conviction that Latin American economic 
unity is needed is a major stumbling block to making such unity a 
reality. 


Sub-Regional Economic Unification. Before ending this dis- 
cussion, it is necessary to say a word or two about the Central 
American Common Market, and other efforts towards sub-regional 
economic unification. The Central American Common Market is 
working relatively well, and would on the surface seen to rebutt 
the pessimism about general Latin American economic unity which 
I have expressed. However, I don’t believe that it really does so. 


The Central American Common Market is succeeding exactly 
because it does not suffer from some of the difficulties which I 
have indicated. For one thing, the countries which make up the 
CACM are individually so small that it is obvious to any reasonable 
observer that their possibilities for economic development and 
particularly for industrialization on a separate basis are strictly 
limited. There, it is quite obvious that wider markets are necessary, 
or will be in very short order. 


In the second place, the Central American countries have started 
their economic union at exactly the point I suggested Latin America 
as a whole might successfully have done so. They have begun it 
before any one of them had strong interests which might be 
damaged by freedom of trade within the whole area. They can 
use, and are using the Common Market as an instrument for plan- 
ning their joint economic development. There was also no major 
problem of relatively highly developed countries merging with 
very undeveloped ones. 


The Central American Common Market perhaps is evidence of 
the fact that sub-regional economic unions are likely to have more 
possibilities of success than will an overall Latin American Com- 
mon Market in the proximate future. There are negotiations going 
on between Venezuela and Columbia looking towards some co- 
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ordination, and perhaps ultimate unity, between the economies of 
those nations. Some kind of closer economic relations might well 
develop among Chile, Peru and Ecuador. There are moves for a 
common market among a number of the former British colonies 
in and around the Caribbean. 


These sub-regional groupings are more feasible because they 
make it possible for countries which really are complementary to 
work out mutually convenient arrangements. They reduce the 
importance of the differences in level of development of the par- 
ticipating nations, which are such a road-block in the move for 
general Latin American economic unity. 


Conclusion. Perhaps the tone of this paper has been too pessi- 
mistic. On the other hand, I hope that it introduces a note of 
sobriety in the paens of praise and hymns of endorsement of the 
idea of a Latin American Common Market which have been heard 
with such frequency both in Washington, D. C. and various capi- 
tals south of the border in recent times. Frankly, I feel that the 
difficulties in achieving the kind of unity endorsed by the American 
President at Punta del Este earlier this year are much greater than 
they recognized, at least openly. It would be dangerous if the 
future of Latin American development were made to depend upon 
the previous achievement of economic unity among these countries. 





Aviation Diplomacy: 


The United States and Brazil 
1939-1941 


by FRANK D. McCANN, JR.* 


A major objective of United States foreign and military policy 
from late 1938 to December 1941 was to prevent the establishment 
of Axis bases in the Western Hemisphere. The rapid development 
of aviation in the late 1930's made such an eventuality possible, 
and, together with the volatile world situation, forced American 
leaders to consider the aerial defense of the hemisphere. They 
worked to eliminate Axis-controlled airlines in Latin America, to 
obtain strategic bases, and to station American troops in north- 
east Brazil. They met with success in the first two instances but 
were unable to persuade the Brazilian government to request 
American defenders. 


The northeastern tip of Brazil, closer to French West Africa 
than to the nearest of the Antilles, was the one point in the hemis- 
phere vulnerable to large-scale aerial attack or invasion. The area 
was undefended, inaccessible by land to Brazilian forces concen- 
trated in the south, and beyond the range of American aircraft 
stationed in the Caribbean. To make the Brazilian bulge defensible 
the United States Army arranged with Pan American Airways 
(PAA) to construct two chains of airfields leading from North 
America to northeastern Brazil. Though Brazilian leaders would 


* Assistant professor of History, Wisconsin State University, River Falls, 
Wisconsin. A Fulbright scholarship permitted research in Brazil and a 
Latin American Studies Fellowship from Indiana University facilitated 
completion of the paper. 
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not allow large numbers of American troops to garrison the region, 
they cooperated in the elimination of Axis airlines and in the con- 
struction of the airfields. These programs were conceived indi- 
vidually but were intimately connected to hemispheric defense and 
later to the prosecution of the war. 


It was fortunate that when the world situation forced the United 
States to take an interest in Latin American aviation, Pan American 
together with Panagra already circled South America and flew 
routes in Central America and the Caribbean.’ The airline had 
been in Brazil since the late twenties. It operated an international 
service from Miami to Belém, near the mouth of the Amazon, 
thence to Rio de Janeiro via the coastal cities of Natal, Recife, and 
Salvador; from Rio its clippers flew to Porto Alegre in southern 
Brazil and on to Buenos Aires. It maintained another route from 
Rio de Janeiro to Asuncién, Paraguay, via Curitiba and Iguacu 
Falls. Its subsidiary, Panair do Brasil, S.A., flew a variety of in- 
ternal routes and acted as the feeder line for the parent company.’ 
Pan American pioneered many of aviation’s advances in Brazil as 
elsewhere, setting up the first meteorological stations and ground- 
to-air communication system to safeguard its flights. Company 
engineers laid out many of the republic’s airfields. Its innovations 
and pioneering spirit won the admiration and respect of many 
Brazilians, as well as the enmity of ultra-nationalist military 
officers and interests linked to Germany's Lufthansa and the 
German-controlled Brazilian lines—Condor, Varig (Viacao Aérea 
Rio Grandense), and Vasp (Viagao Aérea Sao Paulo). 


In a memorandum to Brazilian Foreign Minister Oswaldo 
Aranha in early 1939, Undersecretary of State Sumner Welles 
stressed the importance of PAA in Brazilian-American relations. 
Only air travel could reduce the great distance between the two 


1Panagra, which was jointly owned by Pan Am and Grace Lines, 
operated on the west coast of South America. 

* Panair was a wholly owned subsidiary whose president was Brazilian— 
as were all of its pilots by the end of 1938—and whose business manager 
was Pan American's senior representative in charge of operations in Brazil, 
Uruguay, Paraguay, and Argentina. Beginning in 1944, PAA sold stock 
to Brazilians gradually making the firm an independent Brazilian airline. 
Panair was responsible for all construction and maintenance of Pan Ameri- 
can’s facilities in Brazil. On subsidiaries see William A. M. Burden, 
Struggle for Airways in Latin America (New York: 1943), 12-13, 27, 
39-40 (hereafter cited as Burden, Struggle for Airways). 
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countries. It took fourteen days to go by ship from New York 
to Rio de Janeiro and five days by air (in 1940 the introduction of 
the DC-3 and use of a new route through central Brazil cut the 
travel time to three days). Washington wanted to maintain Pan 
American's pre-eminence in international aviation and to assist 
it in meeting competition from non-American airlines. The com- 
pany’s position had ‘‘an important bearing upon questions of aerial 
defense” in which both countries were interested.° In September 
1939 the United States adopted as a national policy the promotion 
of American or bona fide local ownership of feeder airlines in 
Latin America. But little was done to carry out the policy until the 
critical summer of 1940.* 


Before the war three airlines connected South America to 
Europe: Lufthansa, Air France, and the Italian LATI (Linnee 
Aeree Transcontinentali Italiane ); all were government-controlled. 
In Europe Lufthansa and Air France collaborated in pooling 
arrangements. In Brazil the original land plane facilities at Natal 
and Salvador—Pan American flew seaplanes—belonged to Air 
France. Condor was a fully owned Lufthansa subsidiary, and the 
Brazilian Varig and Vasp were German-controlled with close links 
to Lufthansa. Competition had been lively between these com- 
panies and Pan American/Panair before September 1939, but 
afterward larger interests were at stake in the control of Brazilian 
airways. Outbreak of hostilities forced Lufthansa to discontinue 
its transatlantic run, and Air France ended operations with the 
collapse of French resistance in June 1940. LATI increased its 
flights to take up the slack. It carried few passengers, mostly 
Axis agents and officials, but provided a useful means of com- 
munication beyond the reach of Allied censorship, and a way to 
avoid the British blockade by flying light strategic goods, such as 
industrial diamonds, to Europe. The continuous schedule increase 
from two trips a month at first to weekly flights in the summer 
of 1941 indicated that it was a lucrative enterprise. Prior to the 
war Lufthansa and Condor had used German air force pilots on a 


* Sumner Welles to Oswaldo Aranha, February 27, 1939, Welles Ltrs., 
Oswaldo Aranha Archive (Rio de Janeiro) (hereafter cited as Aranha 
Archive). 

* Stetson Conn and Byron Fairchild, The Framework of Hemisphere 
Defense (Washington, 1960), 240-241 (hereafter cited as Conn and 
Fairchild, Framework). 














38 INTER-AMERICAN ECONOMIC AFFAIRS 


rotation basis to familiarize them with South American terrain and 
flying conditions. Condor continued to expand, receiving equip- 
ment from blockade runners; it spread its network into the strategic 
northeast. LATI pilots radioed the location of Allied vessels in 
the Atlantic to lurking submarines and raiders, and assisted Ger- 
man and Italian merchantmen to run the British blockade.° 


In the second half of 1940, the United States embarked on an 
effort to remove Axis influence from Latin American airlines. 
Both Undersecretary Welles and Juan T. Trippe, president of 
Pan American Airways, considered the Brazilian aviation situation 
the most important in South America. At the State Department's 
urging Pan American began to eliminate Germans from its Bra- 
zilian operations as the first step in the general program. It may 
be that Washington’s concern in this regard was exaggerated. At 
any rate Pan American removed some individuals from sensitive 
positions and regions. And the airline began to consider voluntary 
nationalization of Panair do Brasil by encouraging investment of 
Brazilian capital.° 

In mid-1940 President Getulio Vargas was maneuvering between 
the Axis and the United States and as in other areas of Brazilian- 
American relations the question of eliminating German influence 
and control of Brazil's airlines depended on the resolution, on the 
Brazilian scene, of the steel mill and arms supply problems, and 
internationally on the outcome of the battle of Britain. As these 
questions resolved themselves, Brazilian-American difficulties 
disappeared.’ In early October 1940 Vargas ruled that only na- 


* Burden, Struggle for Airways, 12-13, 63-68, 75-76; Foreign Relations 
of the United States, 1940, V, 658-669 (hereafter cited as Foreign Rela- 
tions with year and volume); Nelson A. Rockefeller to F.D.R., January 
22, 1941, 813B, Franklin D. Roosevelt Library (hereafter cited as FDRL) ; 
Charles Murphy, “Letter from Recife, Intrigue on the Bulge,”’ Fortune, 
XXIII, No. 6 (June 1941), 36. 

° Welles to Jefferson Caffery (U.S. Ambassador, Rio de Janeiro, 1937- 
1944), July 30, 1940, Forezgn Relations, 1940, V, 658-660; Memo of 
Conversation between Ellis O. Briggs (DAR) and Juan T. Trippe, August 
21, 1940, sbid., 660-661; interview, Cauby C. Aratijo, Rio de Janeiro, 
October 15, 1965. Aratijo was Pan American’s man in Rio since 1931. He 
had served as General Counselor in charge of government relations, 
then managing director, and finally president of Panair do Brasil. 

* For a study of these questions see F. D. McCann, “Brazil and the United 
States and to Coming of World War II, 1937-1942” (unpublished Ph.D 
dissertation, Indiana University, 1967). 
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tive citizens could pilot Brazilian-registered aircraft, thus eliminat- 
ing Germans who had taken citizenship after an earlier decree re- 
quired all pilots to be Brazilian citizens. Because of a lack of 
trained Brazilian pilots, Condor had to suspend routes which Bra- 
zilian aviation authorities transferred to Panair. And they asked 
Pan American to increase its Rio-Buenos Aires services.” 


Condor refused to concede defeat. The Vargas government, 
while desiring to cooperate with the American-sponsored “deger- 
manization” program, was unwilling to cancel Condor’s services 
completely because Panair lacked sufficient planes to absorb all of 
its routes. That Condor’s continued existence was detrimental to 
the Allied war effort was obvious. In mid-1941, Condor flew a 
crew from Rio to Belém for a German freighter (Norderey) which 
was lying in the Amazon port loaded with rubber awaiting a 
chance to slip across the Atlantic. En route they landed at coastal 
airfields where Pan American's Airport Development Program and 
the American Army Air Force’s ferrying operations were under 
Way.” 


The Brazilian position was that Condor, the oldest airline in 
Brazil, had rendered excellent services to the republic and would 
continue to so. Moreover, Brazilian aviation authorities suspected 
that the United States wanted to destroy Condor to create a 
monopoly for Panair do Brasil. This was the view of General 
Eduardo Gomes, the most important and most formidable figure 
in Brazilian aviation, then air commander in northeast Brazil (2d 
Air Zone), and Director General of Airways in the new Ministry 
of Aeronautics. Gomes was the bane of Panair do Brasil's exist- 
ence. Through the army air mail service, which he founded and 


* Caffery, October 5, 1940, Foreign Relations, 1940, V, 661; William C. 
Burdett (Counselor, U.S. Embassy, Rio de Janeiro), October 22, 1940, 
ibid., 663; Burdett, October 31, 1940, #bid., 665; Burdett, November 11, 
1940, ibid., 666-667; Jay Walker (U.S. Consul, Belém do Pari), Decem- 
ber 22, 1941, Department of State Files, National Archives, 832.00 / 1449 
(hereafter all State Department documents are from the 832. file and will 
be cited only by slash number); Walker, February 24, 1942,/14531/y. 

° Caffery, October 24, 1941, Foreign Relations, 1941, VI, 525-526; 
Evan E. Young (Vice President, PAA) to Aratijo, January 19, 1940, and 
March 12, 1941, Private Papers of Cauby C. Aratjo (Rio de Janeiro) 
(hereafter cited as Araujo Papers); Aratjo to Alice R. Hager (Civil 
Aeronautics Board), January 15, 1942, ibid.; Charles Murphy, “Letter from 
Recife, Intrigue on the Bulge,” Fortune, XXIII, No. 6 (June 1941), 36 
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directed, he pioneered air routes to the remotest sections of his 
vast country. He dreamed of the day when Brazilian civil aviators 
would replace his men, and he opposed nearly every extension of 
Panair because he considered it an American rather than a Brazilian 
company. Apparently he regarded Condor to be more Brazilian 
than German and less of threat to the fulfillment of his 
dreams.”° 


The United States denied any intent of creating a monopoly for 
Panair, and was prepared to call upon Pan American to cancel ex- 
tensions of service resulting from cessation of Condor flights. 
This attitude was in line with Washington’s decision not to make 
Pan American a government-controlled airline, or accord it 
monopolistic rights as the sole American-flag air carrier abroad, 
and its policy of encouraging international aviation generally.” 
But Washington desired the elimination of all German influence 
in Condor, Vasp, and Varig. Early in 1941 it developed the 
policy of offering aircraft, financial credits, and technical assist- 
ance in return for ‘‘degermanization.”” Vasp had dismissed all its 
German personnel by August 1941 without invoking the pro- 
offered guid pro quo arrangements. Varig followed suit. But 
Condor still presented a problem because the Rio government in 
the beginning of 1942 believed that Condor had been thoroughly 
reorganized and was Brazilian. General Gomes began to supply 
it with gasoline from army stocks, because the airline, which was 
on the so-called black list, could not get it from the regular Ameri- 
can suppliers. He got Condor planes into the air by giving them 


 Caffery, February 3, 1942, Foreign Relations, 1942, V, 767-768; 
Frederico del Villar, ‘Brazilian Air Chief,’ The Inter-American Monthly, 
II, No. 8 (August 1943), 15-17; Alzira Vargas do Amaral Peixoto, 
Getilio Vargas, meu Pai (Porto Alegre, 1960), 240; interview, Cauby C. 
Aratijo, Rio de Janeiro, October 18, 1965. In 1964, while serving as 
minister of aeronautics, Eduardo Gomes presided over Panair’s dismem- 
berment. 


'! Cordell Hull to Caffery, February 5, 1942, Foreign Relations, 1942, 
V, 769-770; Memo: Rockefeller to F.D.R., December 30, 1940, and 
attached unsigned, undated Memo on Proposed Pan American Monopoly, 
Box 12, July-December 1940, Official File 249, FDRL; Welles to Caffery, 
Washington, October 10, 1942, Foreign Relations, 1942, V, 785. Welles 
wrote: “The Department . . . has no intention of taking any steps to 
block an international air service desired by the Brazilian Government.” 
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military assignments and allowing reserve officers to pilot them.” 

Vargas became annoyed at United States interference in what he 
considered an internal matter. He felt that he was perfectly com- 
petent to decide what was harmful to Brazil and what was not. 
With his approval Condor continued flying, even though the War 
Department suspected that Axis agents used the airline’s radio 
facilities to follow the movement of United States military aircraft 
through Brazil.’* 


American officials continued to prod and to encourage action, 
and after Brazil entered the war in August 1942, the Vargas gov- 
ernment was anxious to remove German influence from all 
quarters. Condor then liquidated its indebtedness to Lufthansa to 
forestall postwar links, and the United States removed the airline, 
completely Brazilianized under a new name, Servigos Aéreos 
Cruzeiro do Sul, from the proscribed list.” 


The problem of LATI was also solved satisfactorily. The Italian 
airline was dependent on American-owned Standard do Brasil for 
gasoline and lubricants, but Foreign Minister Aranha was ex- 
tremely reluctant to see anything happen to interrupt the LATI 
service, because it was the only effective meaiis, aside from cable, 
of communicating with many of Brazil’s representatives in Europe 
and Africa. He even considered helping the Italians get needed 
gasoline and oil. Out of deference to the minister's wishes the 
United States did not press for immediate suspension of opera- 
tions. Washington was concerned, however, because it knew that 
LATI planes were carrying mica, industrial diamonds, and plati- 
num to Europe. The United States eventually was able to obtain 
exclusive procurement of such strategic materials in Brazil, and 
American officials hoped that LATI would die a natural death. 
Instead the Italians began constructing facilities at Natal across 
the field from where Panair was building the Parnamirim air base 
for the American air force. The United States government ar- 
ranged to underwrite for Pan American the cost of opening a route 
from New York to Lisbon via Belém, Natal, and West Africa, and 


12 Caffery, August 15, 1941, Foreign Relations, 1941, VI, 523; Welles 
to Caffery, February 23, 1942, sbid., 1942, V, 772; Memo: Walter N. 
Walmsley (DAR), March 28, 1942, sbid., 1942, V, 778. 

13 Caffery, March 13, 1942, sbid., 774; Welles to Caffery, March 14, 
1942, ibid., 775. 


'* Hull to Caffery, November 14, 1942, sbid., 787-788. 











42 INTER-AMERICAN ECONOMIC AFFAIRS 


the Brazilian minister of aeronautics agreed in principle to the 
elimination of LATI. After Pearl Harbor, American officials 
demanded as a matter of military necessity that LATI’s services be 
suspended. Sixteen days after war came to the Americas the 
Brazilians closed all LATI facilities, and Vargas ordered their 
expropriation. At Natal, the departing Italians thoroughly an- 
gered Americans working on the Parnamirim air base by flying 
back and forth, obviously photographing what became one of the 
world’s largest and busiest military airfields.*° 


The American ‘“‘degermanization” policy was slow in achieving 
success because of the great need for air transport in Brazil. Once 
the United States was able to provide equipment to replace Ger- 
man aircraft, and Pan American Airyays took over some of the 
cancelled international routes, the Brazilians cooperated in remov- 
ing Axis influence and control in Varig, Vasp, and Condor. The 
policy, while establishing a truly national airways system in Brazil, 
eliminated a potential danger to hemispheric security and to the 
important supply routes which the Airport Development Program 
(ADP) created. 


The ADP was Pan American’s principal contribution to hemis- 
pheric defense and to Allied victory in the Second World War. 
Under a secret contract with the War Department, Pan American 
built a string of some fifty-five airfields and bases stretching from 
the United States like two pincers—one running through Panama, 
Colombia, and Venezuela and the other through the West Indies 
and the Guianas—converging on Natal in northeast Brazil. This 
latter point had long caused nervousness in Washington because 
of its closeness to Dakar, French West Africa (8 hours away by 
air). Natal became the “springboard to victory” that sent a steady 


16 Hull to Caffery, April 7, 1941, sbid., 1941, VI, 517; Caffery, April 
9, 1941, sbid.; Memo for the foreign minister from a member of his staff, 
November 8, 1940, ‘Assuntos Politicos e Comerciais,’” Aranha Archive; 
Hull to Caffery October 13, 1941, Foreign Relations, 1941, VI, 524; 
Caffery, October 24, 1941, sbid., 525; Hull to Caffery, December 11, 1941, 
ibid., 527; Caffery, December 23, 1941, bid., 528; Harold Sims (Natal), 
September 22, 1941, in “Official History of South Atlantic Division, Air 
Transport Command,” Part I, Chapter II, 87-116 (hereafter cited as 
‘History SADATC’”’); interview, Charles Matthews, Natal, May 24, 1965. 
Matthews worked at the Parnamirim base from the start of construction 
until 1946. He is an American Baptist missionary who has lived in the 
Natal area since the mid-1930’'s. 
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stream of men, aircraft, and equipment to the battle fronts. In 
November 1942 Fortune magazine declared that the earlier situa- 
tion was reversed, that it was Natal that was dangerously close to 
Dakar.*® 


During the defense planning of 1939 and 1940, United States 
authorities came to the conclusion that if the government under- 
took construction of the airfields, while the American republics 
were neutral, it would be necessary to negotiate numerous treaties 
that might never be ratified or, at best, involve delays fatal to 
hemispheric defense. The December 1939 report on General 
Delos C. Emmons’ flight to Brazil stated: 


The economic and military value of the Panagra—Pan American 
Airways System to the United States in . . . hemispherical de- 
fense cannot be over-estimated. . . . The concentration . . . Air 
Force units from North America to South America will depend 
solely . . . upon the full utilization of Panagra—Pan American 
Airways facilities. . . . It is mandatory that certain existing facili- 
ties of the Pan American system be augmented along the east 
coast of South America to insure the rapid concentration of 
American Air Forces in the defense of the critical Natal area. 


After considering various alternatives, Washington chose construc- 
tion and improvement of the airfields by Pan American as “‘the 
most practical method of achieving the desired results.’’’* Army 
officials wanted to conceal the hand of the United States govern- 
ment to avoid arousing anti-American sentiment. 


The Military Appropriation Act of June 13, 1940 enabled the 
president to authorize secret projects without a public accounting 
of funds. The War Department negotiated a contract with the 
Pan American Airports Corporation, a special PAA subsidiary, to 

16 Memo to Manager PAA News Bureau, May 24, 1945, Airport De- 
velopment Program, Pan American Airways Library (New York); ‘Brazil: 
The New Ally,” Fortune, XXVI, No. 5 (November 1942), 106; Sims, 
June 8, 1942,/4202. For background on the Airport Development Por- 
gram (ADP) see Conn and Fairchild, Framework, 249-252, and ‘History 
SADATC,” Part I, II. 

‘7 “Special Strategical Report on Brazil Flight,’’ Col. Robert Olds to 
Maj. Gen. Delos C. Emmons, December 1, 1939, War Plans Division 
(WPD) 4185-2, World War II Records Section, National Archives (here- 
after cited as WWII RS, NA). 

's Welles to Secretary of War, October 24, 1940, WPD 4113-37, shid.; 
see also Conn and Fairchild, Framework, 253. 
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carry out the Airport Development Program. Army Chief of 
Staff George C. Marshall emphasized the undertaking when he 
wrote the Secretary of War that “the immediate conclusion of the 
PAA contract is now more essential to our national defense than 
any other single matter.” ** The contract signed in November 
1940, stated that the facilities were to “be available for such use by 
United States Army, Navy, Marine Corps, and Coast Guard aircraft 
as may be authorized by the respective countries in which such 
airports are located... .”*° 


During the first days of January 1941 PAA officials met in 
New York to work out the program. The New York office wanted 
the parent company to build the Brazilian airfields, but Cauby C. 
Araujo, the airline’s Brazilian representative, convinced them that 
Rio would not tolerate ADP operations unless they were carried on 
in the name of Panair do Brasil. Company officials advised 
Araujo that in his negotiations with the Vargas government it 
would be best to say that the airfields and facilities were solely for 
the use of Panair do Brasil and PAA. But they allowed him to 
use his discretion in how much information he would give to in- 
dividual Brazilian leaders. He and other Pan American and Pan- 
air officials were concerned lest the company’s close connection 
with the United States government, in a project that could easily 
be misunderstood as disguised imperialism, harm the airline. The 
war would not last forever, and after the Americans departed Pan 
American would have to deal with the Brazilians. The American 
army, concerned with winning the war, did not always appreciate 
the company’s long-term view.” 


Returning to Rio, Aratjo went to Petrépolis on January 18 to 
confer with President Vargas at his summer residence. He ex- 
plained the program, including the role of the United States gov- 
ernment. After some hesitation Vargas gave his approval, ex- 
plaining that he could not immediately issue a decree authorizing 
construction because of the uncertain situation in the army. The 


18 Memo: Chief of Staff for Secretary of War, September 7, 1940, as 
quoted in ibid., 252. 

20 “War Department—Pan American Aviation Contract for Latin Ameri- 
can Aviation Facilities,” November 2, 1940, WPD 4113-3, WWII RS, NA. 

21 F_ P. Powers (Business Manager Panair) to Young, Rio de Janeiro, 
December 18, 1940, ‘““ADP,’’ Araujo Papers; “History SADATC,”’ Part I, 
II, 79; interview Cauby C. Aratijo, Rio de Janeiro, October 4, 1965. 
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president's military aide, General Francisco José Pinto, present 
during the conversation, added that “‘nazista” sentiment was 
strong in the army and that it was necessary to go slowly. Work 
could proceed, but Panair had to submit a formal application seek- 
ing a decree.” 


At that time Vargas was engaged in a struggle to check the 
power of the army. In 1940, during a cabinet crisis over British 
interference with a Brazilian vessel carrying armaments purchased 
in Germany to Brazil (the Siqueira Campos affair), Vargas de- 
cided to reduce the generals’ influence. The army had been seek- 
ing creation of an aeronautics ministry under an army officer, to 
control all Brazilian aviation activities, civil and military, but the 
navy was unwilling to turn its air arm over to an army-controlled 
ministry. Vargas’ solution satisfied the navy and weakened the 
army. He announced his intention of naming a civilian to head 
the new ministry. One Sunday morning General Pinto had in- 
terrupted Vargas’ game of golf to deliver the army's protest. After 
finishing the game in unusually poor fashion, the president went 
off by himself for a long time and then calmly told one of his 
advisers that the next day, January 20, he would appoint a close 
friend of pro-American Oswaldo Aranha, Joaquim Pedro Salgado 
Filho, as Minister of Aeronautics. Having thus overruled the 
army, he shifted pro-German generals to positions where they 
would be harmless. There was some talk in army circles of not 
turning over the planes, but after some delay they did so. Vargas 
had come out on top again.*° 


The new ministry presented a different sort of problem for Pan- 
air because the men who controlled it were under Lufthansa’s in- 
fluence. To avoid submitting Panair’s ADP application to the 
new ministry Araujo backdated it to January 20, the day Vargas 
signed the decree establishing the ministry. This allowed him to 
send it to the National Security Council via the Ministry of Trans- 
portation and Public Works, which continued to supervise aviation 
until the new air ministry was functioning. General Pinto, who 
was secretary-general of the security council, gave it his personal 


22 [bid. 
23 Burdett, January 20, 1941,/1325; Burdett, January 23, 1941,/1330; 
Burdett, February 5, 1941,/1337; Caffery, February 10, 1941,/1338, see 
also clippings attached to A. W. Childs, “New Air Ministry,” January 22, 
1941,/1332. 
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care and protection. This stratagem effectively avoided successful 
opposition.” 


With Vargas’ verbal permission to begin the program, Aratjo 
spent most of the following months living in an airplane, flying 
from one site to another to obtain the necessary local permits, 
licenses, and land. The Department of Civil Aviation (DAC) or 
the army owned the sites at Belém, Camocim, Fortaleza, and Recife; 
Air France's subsidiary Cia Aéropostal Brasileira owned the land- 
ing fields at Natal, Maceid, and Salvador. Aratjo bought Aéro- 
postal outright and negotiated agreements with the DAC and 
army. In some cases he purchased additional properties or the 
government confiscated them and turned them over to Panair. 
These were tiring, difficult days.” 


Six months passed before the machinery of the Brazilian govern- 
ment turned out the authorizing decree, and then Aratjo drew up 
the basic document. Even though the airfields were under con- 
struction, opposition delayed approval. And in June Vargas, 
always careful to keep himself and his country from an inescap- 
able position, held a series of secret meetings with the German 
ambassador that kept alive in Berlin the impression that Brazil 
was “the bulwark against the inclusion of South America in 
Roosevelt's anti-German policy.” *° Prior to the cabinet meeting at 
which final approval was given in late June 1941, Vargas asked 
Aranha to place his signature on the decree below his own. But 
just before the meeting Aranha noticed that someone had re- 
moved the president's signature leaving only his and those of a 
couple of other ministers. The military had yet to sign. Aranha 
angrily produced a photostatic copy of the original document 
bearing Vargas’ signature and heatedly told him he would not 
stand alone before the army as the advocate of the United States. 
With a sly smile Vargas signed the document again and is was 





24 Interview, Cauby C. Aratijo, Rio de Janeiro, October 4, 1965; Petition 
to Minister of Transportation and Public Works,” January 20, 1941, “Re- 
querimento 30/31;"" and “Requerimento 28/41 ao Presidente, Conselho 
Superior de Seguranca Nacional,” January 20, 1941, both in “ADP,” 
Aratjo Papers. 

*5 Powers to Young, December 18, 1940, sbid.; interview, Cauby C. 
Araujo, Rio de Janeiro, October 4, 1965. 

26 Documents on German Foreign Policy, 1918-1945, Series D, XII 
(Washington, 1962), 994, see also 924-925, 974-97-5, 993-995. 
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published in the Diario Oficial forthwith.*’ Official sanction was 
not merely a formality; if the Brazilians had not issued the decree 
the United States would have been compelled ‘to occupy North- 
west Brazil by force of arms’ to insure the security of the new 
airfields.** 


The decree specified that Panair submit plans, specifications, and 
cost estimates to the Brazilian government for approval. Upon 
completion of the facilities Panair was to turn them over to the 
Brazilian authorities for ownership, maintenance, and operation. 
When Panair transferred the airfields, it was to receive a twenty- 
year prepaid lease at an annual rate of 1,350 contos, or $67,500. 
Over the twenty-year period this would amount to $1,350,000, the 
anticipated amount of its investment. Panair thereby would obtain 
free use and operating control of the airfields. This arrange- 
ment later led to charges that PAA and Panair were using ADP 
funds for selfish gains.“” These charges came long after the United 
States Army was firmly established at the ADP sites and the tense 
atmosphere of the early war years had disappeared. 


During the first half of 1941, Pan American was under con- 
stant pressure from the War Department to expedite the work to 
the very utmost. General Erwin Rommel’s desert units were 
sweeping through North Africa, and Natal was the main link 
in the supply route to the beleaguered British forces. Because of 
Brazilian neutrality it was necessary that work on the airfields 
proceed with no publicity or litigation. It had to be handled as 
a strictly civilian, commercial activity without diplomatic assistance 
or intervention. Panair officials resented criticism that they were 
proceeding too slowly, for they felt that their critics ignored the 
realities of the Brazilian situation.*° 


The reasons behind the decree’s provision that the Brazilian 


*7 Interview, Euclydes Aranha, Rio de Janeiro, November 15, 1965 
(Senhor Aranha is the son of Foreign Minister Oswaldo Aranha) ; Decree- 
Law 3462 (July 25, 1941), Dédrio Oficial, July 26, 1941, copy in Aradjo 
Papers. 

28 “History SADATC,” Part I, Il, 71 

2° New York Post, June 29, 1956, clippings in ADP Reports, Pan 
American Airways Library (NY). 

8° Young to Aratjo, June 24, 1941, Aratjo Papers; Aratjo to Samuel F. 
Pryor (Vice-President and Asst. to President of PAA), October 14, 1944, 
“ADP,” ibid. 
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government lease the fields to Panair were entirely practical. Brazil 
lacked an organization capable of running or maintaining the air- 
ports. Araujo was afraid that the Brazilian authorities would let 
them ‘‘go to seed,” and that when the United States needed them 
they would not be usable. Panair and Pan American did not have 
any commercial motives in arranging for company control.® 


Nor were they engaged in child’s play. In mid 1942, Araujo 
was suddenly arrested and held for trial in a military prison on 
trumped-up spy charges. Apparently an officer of the general 
staff had been passing information about ADP to former Condor 
officials who in turn passed it to the Germans. The star-chamber 
methods of the secret police forced a suspect to implicate Araujo 
who was then president of Panair do Brasil. Though the charges 
were obviously absurd, headlines calling for the death penalty 
emphasized the seriousness of the situation. Army Chief of Staff 
Pedro de Gées Monteiro pointed out that Aratijo was the principal 
figure in the Brazilian ADP and had access to much more secret 
and important documents than the one which the police informant 
had in his possession—a document outlining Brazilian air policy. 
That Aratjo was arrested, imprisoned, and tried, even though 
Vargas, Aranha, Gées Monteiro, and American officials were 
certain that the charges were false, indicated the uncomfortable 
influence that the Axis fifth-column exercised in Brazil, even after 
the country entered the war in August 1942. Happily the Supreme 
Military Tribunal acquitted Aratjo of all charges in early 1943, 
and Pan American Airways invited him to the United States for a 
well-earned six-month rest.* 


From the start delays hampered the Airport Development Pro- 
gram. They resulted from poor communication in the northeast, 
slowness in obtaining various permits and equipment, the lack of 
standard construction methods and materials, such as bricks, 
plumbing, and electrical fixtures, and, in the beginning, of field 
engineers who could make on the spot decisions instead of having 
everything approved in New York. The need for rushing the 





“1 Interview, Cauby C. Aratjo, Rio de Janeiro, October 7, 1965. 

82 [bid.; Aratjo to Panair Director, February 12, 1943, Aratijo Papers; 
“Defensia do Dr. Cauby da Costa Aratjo,” Supremo Tribunal Militar, 
Conselho de Justica da la Regiao Militar, Rio de Janeiro, 1942, copy in 
ibid.; Luiz Vergara, Fui Secretario de Getilio Vargas (Rio de Janeiro, 
1960), 172. 
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work forced Pan American to hire and send to South America 
many non-company men who were not put through the usual 
“familiarization” schooling regarding the company, its activities, 
and the basic “picture” in Brazil. Some of these men were poorly 
qualified, while others were entirely unsuited for working and 
living in the northeast. In one instance, in early 1942, local ADP 
officials spirited an American worker out of the country after he 
struck a Brazilian general during a drunken brawl in Natal’s 
Grande Hotel.** 


Probably of greatest importance was the difference between 
American and Brazilian ideas of speed and magnitude of construc- 
tion which, combined with the language problem, did much to 
slow the program. These deficiencies, coupled with lack of un- 
derstanding of the dangerous European situation by Brazilian and 
Americans alike, constituted the most important factors producing 
delay in construction. The fact that it took five month after the 
initial survey merely to clear the ground for one of the runways 
at Parnamirim field at Natal indicated the extent of delay.** 


The United States and Brazil reached an agreement in 1943 
investing the United States Engineering Department( part of the 
United States Corps of Engineers) and the Brazilian Ministry of 
Aeronautics with responsibility for ADP. Panair continued doing 
most of the construction as a contractor.” 


Meanwhile, when the United States suspended traffic on the 
North Atlantic route in October 1941, and the British began to 
prepare for the second Libyan offensive scheduled for mid-Novem- 
ber, the ADP bases were ready for hundreds of aircraft carrying 
supplies to Africa. Signing of the Lend-Lease agreement with 
Brazil on October 1, 1941 did much to remove Brazilian opposition 
to increasing air traffic in Brazil. 


Through the Airport Development Program the United States 
obtained a military air transport system in Latin America in the 


38 Araujo to Young, July 23, 1941; Young to Araujo, July 23, 1941; 
Araujo to Young, May 12, 1942, all in Araijo Papers. Interview, Charles 
Matthews, Natal, May 22, 1965. 

*“History SADATC,” Part I, III, 104. 

‘5 Memo: Asst. Engineer to District Manager (Recife), April 29, 1944, 
and George Rihl (Vice-Pres. PAA) to District Engineer, May 5, 1943, 
Aratijo Papers. 
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easiest and cheapest manner. The forty-one ADP airfields, six 
seaplane, and eight blimp bases made possible the immediate rein- 
forcement of the Panama Canal defenses in December 1941, and 
the launching in 1942 of a successful anti-submarine campaign in 
the Caribbean and South Atlantic. Most important, the ADP 
helped to provide the Allies with their most vital airway during 
1942 and 1943, and gave the United States a convenient and work- 
able basis for military collaboration with Brazil.** 


Pan American Airway’s role in the elimination of German- 
controlled airlines and in the Airport Development Program was 
decisive; without Pan American neither program would have suc- 
ceeded. As a private company working through its local sub- 
sidiary Pan American was able to further the aims of United 
States policy without arousing the hostility of Brazilians. The 
airline was successful where armed invasion or overt activity by 
the American government would have failed. 


® Conn and Fairchild, Framework, 258 
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Chilean Christian Democracy: 
Lessons in the Politics of 
Reform Management 


by ARPAD VON LAZAR and LUIS QUIROS VARELA * 


When in 1964 the candidate of Chilean Christian Democratic 
Party (Partido Democratacristiano—PDC), Eduardo Frei Mon- 
talva, won an overwhelming mandate to the presidency, many were 
eager and quick to announce this as a bright and shining light 
pointing toward an opening in the muddle and despair of Latin 
American politics. Chile’s Christian Democrats offered reforms 
that were drastic in scope and a revolution that maintained the 
dignity of man through reasoning rather than through bloodshed. 
Frei soon became the champion of the free world, representing 
the embodiment of democratic principles and development. He 
enjoys the support and acclaim of friends, from the Christian 
Democrats of Western Europe to the White House, as well as 
the suspicion and hatred of his foes on the left and the right. 


But where does reality lie? This article does not pretend to 
give an answer for such an ambiguous question. What follows 
is neither a history nor a description of the Christian Democratic 





* Arpad von Lazar is associate professor of international politics at the 
Fletcher School of Law and Diplomacy. Luis Quiros Varela is at the 
Instituto de Planificacion, Universidad de Chile, Santiago. Research for 
this paper was done in Chile during 1966 and 1967 with the help of a 
grant from the Social Science Research Council. The authors wish to ex- 
press gratitude to W. George Wheelwright, field director of the Inter- 
national Development Foundation in Santiago, for his invaluable sugges- 
tions and criticism. 
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Party or of President Frei’s administration. It is rather an essay 
on the ambiguities of manipulating the forces of change in a de- 
velopmental setting, an essay on conflicts that arise and their 
resolution. Thus the discussion will center around an analysis 
and outlining of the manipulative aspects of socio-economic and 
political changes as observed within the Chilean setting. While 
trying to avoid the overextension of characteristics and making a 
claim for general applicability or validity, some basic hypotheses 
should be of relevance in terms of the overall Latin American de- 
velopmental setting, regardless of geographic location and specific 
national characteristics. The discussion of the topic will be divided 
into three major parts: first, the characteristics of reform manage- 
ment; second, dynamics of reform management; and third, the 
timetable of reform management. 


I. Characteristics of Reform Management. Just as social change 
and reform are a matter of conflict, adjustment, and conflict reso- 
lution within a given society, the manipulation and management of 
these phenomena are also a matter of a continuous on-going pro- 
cess. Undoubtedly significant political changes, such as the 1964 
presidential election in Chile, can dramatically initiate new de- 
partures; still reform management remains largely a matter of day 
to day resolution of conflicts. In other words, at times it might 
be very difficult to perceive that anything does happen, while 
below the surface actual changes are being incorporated or re- 
jected.’ 


In such a political setting as present-day Chile, one could for- 
ward the notion that the management of social reforms (meaning 
the selection, implementation, and evaluation of these projects) is 
a matter of concern solely for the political decision-makers, that is, 
the governing Christian Democratic Party. On the other hand, the 
matter of fact is that while the formal act of governing is largely 





1 For a thorough analysis of the 1964 Chilean presidential elections see 
Federico G. Gil and Charles J. Parrish, The Chilean Presidential elections 
of September 4, 1964 (Washington: ICOPS, 1965), and also Federico G. 
Gil’s recent work, The Political System of Chile (Boston: Houghton Mif- 
flin, 1966), which offers an excellent description of the Chilean political 
panorama. 

2 See Oswaldo Sunkel, “Change and Frustration in Chile’ in Claudio 
Veliz, Obstacles to Change in Latin America (London: Oxford University 
Press, 1965), 116-144. 
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a one-party affair, the management of social reforms involves all 
the other political parties and indeed the entire political system. 
Chile is a highly politicized country with an articulate and easy-to- 
mobilize urban population that amounts to nearly sixty percent of 
the total population of the country. Since the country also has a 
well-developed, vociferous, and often over-agitated communica- 
tion network, and one of the highest educational standards in Latin 
America, the mobilization of urban elements in terms of their 
susceptibility to reform projects is extraordinarily high. 


But the key characteristic features of the management of reform 
policies could be still enumerated in terms of those essential ele- 
ments of Chilean political behavior that are characteristic in terms 
of the functioning of the entire system. These dominant features 
are: the existence of a working multi-party system is accepted by 
all of the political forces and parties of the country with the pos- 
sible exception of fragmented dissenters from the extreme left;* the 
“rules of the game’ dominate and are accepted by all—meaning 
essentially that all political parties and a majority of Chileans ac- 
cept parliamentary representative system and the basic give-and- 
take premise of interest manipulation and representation; an over- 
whelming majority (if not all) of Chileans accept the notion that 
socio-economic reforms are necessary if Chile is to develop, even 
though the acceptance of reform orientation does not preclude the 
existence of a deep cleavage among various social groups on the 
interpretation of the methods, style and content of these reforms; 
and finally both inter-party conflict on the national level and intra- 
party conflict in the form of fractionalism are frequently played out 
in terms of the interpretation of these socio-economic reforms.* 


In the above terms for the PDC and the present government, 
the proper presentation, and implementation of reforms is a matter 


’ These groups would essentially include peknista and trockyite splinter 
groups of peripheral significance. Their disavowal of the official com- 
munist or socialist line and their extreme-revolutionary stance does only 
hinder their efforts to gain popular support, with the possible exception 
of a few educational institutions, such as the Instituto de Pedagogia in 
Santiago. 

4 As it will be shown, both the PDC on the one hand and the Socialist 
Party and the Radical Party have experienced internal splits and dissention 
during 1967. The PDC confronts a crisis of /derazgo, the socialists and 
the radicals a conflict of basic political orientation. Significantly the com- 
munists remained as the major united observers of these events. 








54 INTER-AMERICAN ECONOMIC AFFAIRS 


of political and ideological survival. It is a matter of political 
survival because the government has staked its existence and its 
distinctiveness on its claim that it can manage social reforms with- 
out societal disintegration and bloodshed. It is a matter of ideo- 
logical survival because the party's entire value and belief system 
is centered around the idea of “change and humanism.” These 
two levels of pragmatic politics and ideology meet in the gov- 
ernment and the PDC’s efforts to claim monopoly over the suc- 
cessful management of reforms and to claim wnigueness for its 
justification.° 


But one cannot overlook the fact that the PDC has never been 
in power before. The relative “youth” of the party often helps 
to create an image of dynamism and great fervor, but on the other 
hand it also betrays the fact that the PDC is only now trying to 
live with and accommodate the give-and-take and the ambiguities 
of Chilean politics. Thus after the 1964 elections expectations for 
implementing far-reaching economic, social and political reforms 
appeared as /eitmotiv for party politics. Naturally so, since the 
PDC, as an upstart reformist party, had to perform within a rela- 
tively short time-span with considerable political dangers ranged 
against the government from all sides of the political spectrum. 
So much so, that by 1967 tendencies for favoring a high degree of 
societal uniformity and a kind of one-part dominant structure 
emerged among some elements within the party—probably as the 
direct result of the frustrations created by the “rules of the game.” 


For the leftist opposition, Frente de Accion Popular (FRAP) 
coalition of communists and socialists, an at least superficial par- 
ticipation in the process of reform management is a manner of 
maintaining contact with grass root sentiments while upkeeping a 
revolutionary image with a minimum degree of responsibility. In 
any political setting where an essentially non-communist and non- 
Marxist political force has pre-empted the field of social revolu- 
tionary reforms usually claimed by the traditional parties of the 
revolutionary left, there is very little else the left can do but 


° For an official, but naturally highly politicized and propagandized 
presentation of the PDC government’s position the pages of the govern- 
ment daily, La Nacion, offer an insight. In addition the Boletin PDC, 
an official party monthly and Ediciones Rebeldia, the voice of the PDC 
youth should be mentioned. 
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support, with criticism, these projects.” An all-out Opposition to 
reform plans would mean electoral disaster for these parties since 
when reform projects are translated into pragmatic and — 
identifiable changes on the local level, these changes (e.g., 
stalling of drinking water in a poblacion) cannot be criticized fe 
even less opposed openly. Indeed, if in a political system the 
parties of the traditional revolutionary left do accept the “rules of 
the game” that are dictated by parliamentarianism, the only re- 
maining leverage of Opposition is to point out the shortcomings, 
the s/owness, or the failure of the reform management efforts of 
the government, and to build their position from this vantage 
point and nor from that of total opposition to reforms.’ An in- 
teresting aspect of the political calisthenics that the left has been 
performing is the reversal of the roles and image of a ‘‘revolution- 
ary party” between the communists and the socialists. Under the 
pressure of the PDC’s push for social reforms, the communists 
adopted a rather conservative position which is characterized by 
their overall support for PDC reforms but spiced with strong 
criticism, attempts to prod the PDC into more leftist and poten- 
tially internally embarrassing positions, and pinpointing the fail- 
ures of the government's efforts. But the Communist Party clearly 
refuses at this point either to present an all-out opposition to re- 
forms or to take a more revolutionary position. In turn, the 
socialists, under the same pressures, adopted a more militant and 
aggressive stand, probably also with an eye to counter-balancing 
their communist partners’ past effectiveness in attracting revolu- 
‘The below comments are based upon inpressions gained from a series 
of interviews between the authors and several of the leading personalities 
of the Chilean left wing, communists and socialists whose identities have 


to remain anonymous. The interviews took place during 1966 in Santiago 
de Chile. 


7 As a matter of fact the Communist Party of Chile has experienced 
frictions and tensions in its relations with the socialists, its political part- 
ner in FRAP, because of its basically cautious and “‘conservative’’ ap- 
proach in opposing or obstructing the government's economic and social 
program. The July and August 1966 issues of E/ Siglio, the central organ 
of the Communist Party of Chile, and the socialist daily U/tima Hora gave 
vent to these frictions within the FRAP. The July 1967 split within the 
ranks of the socialist, expressed through the personal conflict of former 
presidential candidate and presently Senate President Salvador Allende and 
senator Raul Ampuero, also reflect a conflict in interpreting the role of op- 
position versus PDC reform policies. See July 1967 issues of “Revista 
Noticiosa Semanal” of E/ Mercurio (Santiago) 
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tionary elements. But on the whole, the revolutionary left is 
characterized by a position of trying to hold on to the already es- 
tablished strongholds, expanding on such grass roots levels as in 
the campo, and generally running alongside events, trying to 
capitalize on the mistakes and shortcomings of the government.* 


So far as the right wing of the political spectrum is concerned, 
their position is a matter of salvaging or preserving some of their 
traditional vested interests and power in face of a social revolu- 
tionary setting that threatens with changes of drastic consequence. 
Pure political power, as is the case in Chile, has slipped from their 
hands. However, a combination of still-existing economic influ- 
ence and power with their traditional social importance, articulate- 
ness, and ability to manipulate situations still gives these traditional 
sectors more than average influence. In the face of outright re- 
forms, their stand is characterized largely by noisy opposition on 
the surface and quiet adaption in practice. Since they basically 
oppose certain social reform plans, such as agrarian reform in 
Chile, they have given up efforts to obtain the support of certain 
groups, e.g., campesinos and urban labor. By manipulating eco- 
nomic problems, pinpointing shortcomings of the government, 
and using some emotional issues such as nationalism they tend to 
manipulate and build a base around the urban middle class and 
even segments of the urban /ampenproletariat. For purposes of 
propaganda and image building, the right will superficially ac- 
cept and pay lip service to a number of reform projects, with the 
exception of those where it thinks it has neither the capability to 
alter the course of events nor the willingness to accept any com- 
promise. As a whole the position of the right is a “holding op- 
eration” that is based upon the assumption -and hope- that the 
reform plans will bring about further economic hardships, and 


* To a certain degree the left not only tries to “run along the sidelines” 
but also is active, especially in the campo in trying to intensify grassroots 
recruitment and agitation. Such activities are manifest in work among 
campesinos especially in the asentamientos, a form of cooperative-collective 
farm structures, where they have a clear-cut lead over the efforts of the 
PDC and the government. In several interviews, FRAP leaders emphasized 
to this author their determination to “hit hard’’ on selective basis and 
manifest more “wait and see’ attitudes on the overall front. 

® See the perceptive study of Robert Kaufman, "The Chilean Political 
Right and Agrarian Reform: Resistance and Moderation” (Washington: 
Institute for the Comparative Study of Political Systems, 1967). 
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that the urban sector will remain the predominant element in the 
country’s politics.’ 


I]. The Dynamics of Reform Management. For a political 
party or movement that has confronted a socioeconomic and politi- 
cal setting in which the implementation of reforms is an objective 
and subjective necessity, the presentation of these reform plans 
becomes a matter of combining political skills, flexibility, beliefs, 
with a certain degree of demagoguery. The major question is 
“how to go about implementing reforms?’’ Generally, for a gov- 
erning party or one that is aspiring to obtain the governmental 
power, such as the PDC in Chile immediately before ‘and since the 

1964 elections, the entire process begins with the projection of 
appealing to rather popularistic images of reform policies. The 
PDC got off to a very dynamic start of promising changes of 
revolutionary character, maximizing the benefits of these changes, 
and minimizing their social consequences in terms of conflicts and 
the “price” various groups of society might have to pay. Also one 
could state that at this initial stage there is a heavy reliance upon 
stressing the need for a revolutionary mentality, expressed mostly 
in terms of militancy, unquestioned acceptance of party directives, 
and adherence to party ideology."' If this early stage is also one in 
which the party has to exert a maximum effort to actually gain 
power, then the degree of unity and the extent to which conflicting 
trends within the party might be swept under the rug will be maxi- 


* The author is indebted to Jorge Prat E., lawyer and Chilean politician, 
for articulating and outlining the position of what one might call the 
“nationalistic- right wing” of Chilean politics in two lengthy personal 
interviews. 

"The matter of “adherence” to ideology is becoming an increasingly 
complicated matter as the PDC goes on offering a battle ground for con- 
trasting ideological trends within the party itself. On the general level 
all these conflicts are associated with the interpretation of the relationship 
of party and governmental apparatus and the nature of society that is to 
be built through the governmental efforts of the PDC. For the latest 
definition of the above see the so-called ‘Plan Chonchol’’ approved at 
the recent meeting of the National Council (Junta Nacional) of the PDC, 
“Proposiciones para una accion politica en el periodo 1967-70 de una via 
no capitalista de desarrollo,” reprinted in PEC, Politica, Economia, Cul- 
tura, No. 239, July 28, 1967. This plan was drawn up by a working 
commission under the chairmanship of Jacques Chonchol by a group con- 
sisting of Tomas Reyes, Luis Maira, Vicente Sota, Julio Silva, Carlos 
Massad, Pedro Felipe Ramirez. 
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mized. There will be a general agreement on goals and long- 
range objectives, however generally, without a definition of short- 
range tactics or methods of implementation. Even the long-range 
goals are generally expressed in such vague and imprecise terms 
that predictably the maximum number of diversely oriented people 
will be able to accept these goals. Of course, at this stage of de- 
velopment keeping “‘ultimate’’ goals sufficiently vague could be 
functional because it might enable the decision-makers to adapt to 
environmental changes in time. On the other hand, this vague- 
ness will also draw and accommodate the initial participation of 
people who undoubtedly will desert once social conflicts emerge 
as the direct result of reform policies. 


On the whole, for a reform-oriented, sufficiently democratic 
and modestly demagogic political force, such as the PDC in Chile, 
the manipulation of the social environment at the /nifzal stages of 
reform policy is a relatively easy task. It is easy because the groups 
the PDC has to manipulate are susceptible to the acceptance of the 
projected policies of the party to a very high degree, even if for a 
diversity of conflicting reasons. It is easy to manipulate those 
who were frightened or are frightened of the spectre of a social 
revolution that threatens them with social annihilation. This is 
the fear of the middle class of a communist-marxist political take- 
over. The middle class can and generally will accommodate re- 
forms so long as these reforms suggest a basic acceptance of 1) 
a form of parliamentarianism through which they still think that 
they will be able to exert maximum political influence, and 2) a 
form of economic liberalism mixed with state intervention but still 
offering a sufficient leeway for private enterprise. In other words, 
the middle class accepts reforms, and has more or less accepted 
them in Chile, as a price that has to be paid to avoid more drastic 
changes. As the PDC’s experience suggests it is also easy to manip- 
ulate those who have rather limited and superficial class identifi- 
cation combined with high pro-authoritarian tendencies, such as is 
the case with the urban lumpenproletariat, people like hotel em- 
ployees, street vendors, newspaper sellers, shoeshine boys, and 
even people in such relatively stable positions as taxi drivers. These 
urban elements have a high propensity to accept appealing changes 
which involve a not very high price.’* They also are the ones who 





12 See Sunkel, op. cé/., and Anibal Pinto, ‘Political Aspects of Economic 
Development in Latin America,’ sbid., pp. 9-46. 
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tend to accept the image and appeal of personalistic dynamic 
leaders sufficiently demagogic for their “quick solution, easy 
answer’ value systems. They are the ones who are the loudest at 
the rallies, the ones who are the easiest to be swayed by promises, 
but of course the first ones who will desert once performance is 
required,”® 


Another sector that is potentially easy to manipulate consists of 
those elements that have been essentially characterized in the past 
by political non-involvement, the politically non-mobilized element 
of the population, such as the campesinos. The real social signifi- 

cance of the 1964 elections was not the mere fact of the PDC 
victory, but much rather the fact that the Chilean campesino has 
been for the first time mobilized for political action and thus also 
laid open for political competition.’ Now the PDC managed to 
initially tie up this sector due to its highly appealing electoral 
promises, i.e., offering land and a chance for a more decent life 


'S The April 2, 1967 municipal elections offered an interesting example 
of the behavior of these less committed groups. The results of the election 
showed big gains for both the left and right at the expense of the PDC! 

PDC 36.5% of the total valid vote 
Radical Party 16.5% 
Communist Party 15.0% 
National Party 14.6% 


Socialist Party 14.2% 
PADENA 2.5% 
Abstention 25.1% 


Some of the significant “desertions” occurred in districts with heavy 
lumpen-proletarian elements. At the same time the heavy abstention rate 
suggests that the low-motivated and the essentially non-involved voter 
consisting largely of the lumpenproletariat, women voters and pobladore: 
(slum dwellers )- a group that represented a significant mainst ay for the 
PDC in the past, decided that the elections were just not ‘‘significant 
enough”, and thus denied its support from the PDC in the form of ab- 
stention. It should be also considered that the month of March is the 
time for tax payments in Chile and this combined with the fact that the 
middle and lower-middle classes have to carry the heaviest financial 
burden for the reform policies of the PDC, might have indicated the 
reason for the switch of these groups away from the PDC largely to the 
Radicals. 

‘4 Actually, some state that the integration of the campesino into 
political life began with the election of President Carlos Ibaiiez (Septem- 
ber 1952) but really gained impetus during the Alessandri administration 
(1958-64). See Federico Gil, op. cit., pp. 231 tf. 
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through agrarian reform. This initial advantage and appeal has 
been further augmented by the very fact that the government has 
the power to offer, to give and deliver, whereas the political op- 
position actually has to survive on more modest holding opera- 
tions, that are essentially in the realm of criticism. Still, this 
sector also manifests a high degree of instability in terms of com- 
mitment, an attitude much characteristic of rural sectors that 
basically want to satisfy their economic needs while essentially dis- 
trusting urban political forces and politicians. Also, the campesino 
can be an element that can identify more deeply with personalismo 
than with a party or an abstract ideology. 


As stated above, the general pattern of the dynamics of reform 
management characterized by a fast “takeoff’’ with the projection 
of appealing images and stressing of a revolutionary mentality, 
and with a sense of vagueness in terms of implementation, can be 
functional to a certain degree. But even so there will be a pro- 
jection of a relatively “high price’’ that has to be paid for the ful- 
fillment of these tasks which could and probably would be mini- 
mized with compromise and in time. This initial projection of 
relatively “high prices” is really not taken terribly seriously by 
those easy-to-manipulate social groups enumerated above.’* The 
middle class will not take it seriously because it will have a faith 
in its ability to force compromises. The lumpenproletariat will 
not take it seriously because basically it is not interested in perform- 
ance since it is not a socially committed group and exists on the 
margin of social responsibility. As far as the campesinos are con- 
cerned, they can only win from the entire process and thus this 
“price projection” is irrelevant for their case. But because goals 
are set relatively high initial results of reforms will be slow on all 
fronts while expectations remain very high or indeed escalate. We 
intend to illustrate this through the following case studies. 


When Frei came into office, the Chilean economy had already 


15 Except, there might be an interesting problem emerging here, a prob- 
lem that is essentially the creation of the FRAP. Through its criticism and 
pressures the FRAP might force the PDC to ‘‘over-commit”’ itself as a 
response to the challenge of the left opposition. This ‘‘over-commitment”’ 
might carry the PDC considerably beyond the limitations of its capability 
and power to deliver. The debate that has emerged within the PDC 
about the before-mentioned ‘Plan Chonchol”’ reflects the ambiguity of the 
inner circle of Frei has about the acceleration of the demands and promises 
of ‘‘Revolucion en Libertad.” 
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been experiencing years of inflation and stagnation notwithstand- 
ing the efforts of the previous two administrations to onset stability 
and economic growth. The PDC platform as well as the FRAP’s 
was based mainly on a structural approach to economic develop- 
ment and proposed a series of economic policies to be implemented 
once in power. In this way, the PDC was attempting to deal at 
once with interlocked economic and social obstacles. Among all 
the specific policies proposed three of them deserve special atten- 
tion in terms of the changes they mean for the Chilean system: the 
“chileanization” of the copper industry, the agrarian reform and 
Promocion Popular, in the field of social action. 


The economic and social reform policies of the PDC govern- 
ment have to be analyzed within the framework of consensus on 
parliamentary democracy; although there is agreement on the 
ultimate goals, controversy and conflict are rampant when hard 
core and deep transforming economic measures are to be initiated 
by the political system. Thus, the nature of the polity determines 
the process and the outcome of such economic measures. This is 
most important given the evolutionary character of the Chilean 
political system which has allowed the acceptance of political de- 
mands; the integration of new groups, and the adoption of eco- 
nomic and social legislation together with the creation of adminis- 
trative structures, all of which give the government (Estado) a 
very significant role in the development process of the nation."® 


The PDC found itself with a highly diversified and relatively 
efficient bureaucracy and highly legitimized institutions such as 
the Corporacion de Fomento and affiliated enterprises as ENAP 
(oil), ENDESA (electricity), IANSA (sugar) together with some 
newer ones as the Corporacion de la Reforma Agraria (CORA) 
and INDAP (Instituto de Desarrollo Agropecuario), created dur- 
ing the Alessandri administration, all of which provided a basic 
mechanism to implement the first steps of Revolucion en Libertad 
while the new legislation was passed by Congress. Moreover, the 
broad powers of the President in the economic and financial fields, 
plus his international prestige, could easily channel the resources 


16 In a recent publication of the Chilean Embassy in Washington it is 
shown that including copper and nitrate exporters, the Chilean Govern- 
ment owns 48.7% of the top 10 enterprises, 46.4% of the top 20 and 
43.2% of the top 30. See Embassy of Chile, Statistical Profile of Chile, 
Washington, D.C., 1967 (mimeo) p. 59. 
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of the State or get foreign aid to start his program. But subse- 
quent experience demonstrated that the highly attractive program 
of the PDC was just a statement of goals and it had to be adapted 
to the political and economic circumstances of the country. The 
renegotiation of the external debt and the project for the chileaniza- 
tion of copper were the first steps taken; on the other hand, the 
agrarian reform project was delayed for over a year, to be submitted 
to Congress in November of 1965. The Promocton Popular began 
its tasks almost immediately but as of 1967 no official recognition 
has been granted due to the political opposition it has met. 


The chileanization of copper marks a significant departure from 
the traditional approach to foreign investments in Chile. The 
State by associating itself with the foreign companies, owners of 
mineral resources, will participate and control the production and 
commercialization of products and will encourage new investment 
in mining, as well as in the expansion of subsidiary activities like 
refining plants, and chemical industry.'’ The proposal sounded 
feasible in its economic and international aspects, because the pro- 
gram would have meant the recovery of the Chilean share of the 
world market that had been declining since the early fifties. How- 
ever, on the level of national politics the project met the obvious 
rejection of the left and also with objections from the right and the 
Radicals. The left wants only nationalization of foreign-owned 
investments; the right desires also the nationalization but for dif- 
ferent reasons: since the birth of the Alliance for Progress the 
traditional allies of the United States have changed their classical 
stand because of the threats of reforms which could affect their 
power; this alienation intensified through the leadership of Jorge 
Prat and the dominance of his followers in the new Partido 
Nacional. The Radicals, although not totally opposed, appeared 
reluctant to accept the project because they expected negotiations 
with the government that would allow them to use their power in 
the Senate. 


Congress approved the copper bill in two stages: the first one, 
between November, 1964 and May, 1965, when total opposition 
broke out and the government used the project as a weapon to 
blast the opposition for its ineffectiveness and selfishness during 





‘7 Raul Saez, Chile y el Cobre, (Santiago: Departamento del Cobre, 
1965). Also, Economic Commission for Latin America, Now York: UN 
(1966): pp. 227 and 259 ff. 
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the congressional elections of March, 1965. This propagandistic 
use of the project paid off in the elections but at the cost of de- 
laying its approval. However, even in the new Congress with the 
lower Chamber dominated by a majority of the PDC, the project 
was delayed; finally it was approved without major innovations by 
the end of 1966 and the first agreement signed in March, 1967. 
The unprecedented rise of the price of the metal during 1966 and 
the first months of 1967 helped the government to finance the 
other programs. By April the price was returning to average and 
the government was facing new deficitary budgets, the slowdown 
of public works and of some of the social programs. 


The Agrarian Reform project was presented after a year the 
PDC was in government, though the Party and the government 
had claimed that it had been ready by September of 1964. No 
other project of the regime has created such a public discussion 
which embraced almost every sector of the public opinion. This 
was due mostly to the fact that the reform of the land tenure 
system—and thus the right of property—required the reform of 
the Constitution. Also, the project established an agrarian reform 
process that had to be ‘fast, drastic and massive” in the words of 
one of its authors, Jacques Chonchol.'* The project proposed to 
give land to 100,000 peasants between 1964 and 1970. It estab- 
lished a series of causes for expropiation that went beyond the 
“Law 15.020” approved by former President Jorge Alessandri, 
besides inefficient exploitation, now size of the plot, irrigation 
facilities, social conditions of the azquilinos are sufficient causes 
for determining the expropiation. Furthermore, it established 
different modes of payment and time for the payments of the ex- 
propiated land. In terms of the types of settlement for the new 
owners the project contemplated the privately-owned family 
plots; the cooperative settlement; and the asentamiento as associa- 
tion between the peasants and CORA to work the land for a period 
of three years renewable if so determined by CORA." 


'S Jacques Chonchol, “El Porque de la Reforma Agraria” in Oscar 
Delgado (ed.). Reformas Agrarias en America Latina, (Mexico: Fondo de 
Cultura Economica 1965); p. 119. 


1° Proyecto de Ley de “Reforma Agraria,” (Santiago: Imprenta del 
Servicio de Prisiones 1965). 
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The constitutional reform, as presented by Frei,*’ was unable 
to get the approval of the Senate, and therefore, the president had 
to agree with the proposal of Soctalist senator Raul Ampuero *°a 
to deal with the property clause separately. This solution had met 
strong opposition of the PDC leadership and congressional repre- 
sentation and months of lengthy discussions ensued until final 
approval. The agrarian reform project stayed even longer under 
the scrutiny of the Senate. The shrewd manipulation of Radicals, 
the right and the FRAP accounted for the delay: the Radicals 
tried to soften the conditions set by the PDC holding the balance; 
the right denounced the project as inefficient, dangerous and not 
feasible; *' and, finally the left supported the project but tried to 
press for a stronger bill in order to outbid the PDC. Outside 
Congress, pressure group activities on the part of the landowners 
associations and the newly-formed peasant unions fought a battle 
marked by statements accusing the government either of being 
revolutionary or going too slow. The first major extensive strikes 
on the part of the évguélinos (tenant farmers) began to take place, 
supported by the Leftist parties or backed by the PDC. In the 
meanwhile, under the control of the PDC, INDAP headed by 
Chonchol made strong efforts to organize rural labor unions. This 
climate of unrest did not have enough influence in the Senate and 
the agrarian reform became Law finally in July of 1967, after some 
minor alterations and a veto by the President. 


“Law 15020" provided a mechanism for the government to im- 
plement the agrarian reform within its provisions and that allowed 
the government to demonstrate its ability to carry out the electoral 
promises. In the first two and a half years it has been able to re- 


2° The Constitutional Reform of Frei proposed the modification of the 
constitutional guarantee of private property, the strengthening of the eco- 
nomic powers of the president, the extension of the plebiscite to any case 
of disagreement between the executive and the legislature and the reform of 
the present system of internal government. 


*°a During August 1967, Senator Ampuero was expelled from the 
Socialist Party and formed the new Partido Socialista Popular, a ‘‘Tito-ist” 
brand of socialist party stressing national solutions and preoccupation with 
Chilean problems. Cf. La Tarde, September 5, 1967. 


21. On the position of the right on agrarian reform, see Kauffman, op. 
cit. passim. The official position of the Communist Party was stated in a 
series of articles appearing in Principios, Cuarta Epoca, Ano XXVII, No. 
112 (March-April of 1966). 
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distribute 461 farms (fundos y haciendas) with a total of 1.36 
million hectares of which 479,000 correspond to 96 asentamientos, 
with more than 5 thousand families.*” This action has been more 


substantial than for any comparable period between 1928 and 
1963. 


The chileanization of the copper companies and the agrarian 
reform project have been the typical examples of the difficulties 
met by the PDC to implement the economic aspects of its social 
reform program. The nature of both necessarily had to produce 
cleavages among the various social and political groups in society, 
because of either vested interests or ideological concerns. How- 
ever, these Opposition groups are not only ones accountable for 
the slowness in achieving reforms. The PDC and the government 
share part of the blame. First, it appears that the projects were 
not sufficiently studied in terms of their economic implications. 
This is more true of the agrarian reform than with the copper; 
criticism also came from groups which could not be suspected of 
being against the government.** The inclination on the part of 
the PDC to utilize the mass media in order to present the opposi- 
tion as enemies of the program resulted only in a deepening of 
such cleavages. Moreover, the unwillingness to negotiate issues 
in Congress or with the political parties of the opposition forced 
the latter to resort to extreme inflexibility. The repeated state- 
ments of Frei that he would not negotiate his program encouraged 
the PR and FRAP to intensify the pressure in the Senate. The 
lack of leadership in the Congressional representation of the PDC 
has resulted in inefficient passage of the laws and indiscipline 
stemming from rivalries and ideological differences within the 
Party. All of these have resulted in slowness and open contradic- 
tions between the goals of the executive and the action of the 
majority in the Chamber. Thus, final decisions have had to be 
made by the President through the use of his veto power. 


22 Mensaje Presidencial 1967, (Santiago: Imprenta del Servicio de 
Prisiones 1967). p. 59. 

28 CIDA, Chile, Tenencia de la Tierra y Desarrollo Socto- Economico 
del Sector Agricola (Santiago: Hispano-Suiza 1966). p. 250. Under the 
colonization program of the government on fiscal lands between 1929 
and 1963, and between 1963-1964, only 1,068,567 hectares were dis- 
tributed. See, also, Jorge Rogers S., Dos Caminos para la Reforma Agraria, 
1945-1965, (Santiago, 1966) ; and Gonzalo Arroyo, S.J., “Reforma Agraria 
en Chile” in Mensaje, No. 146 (January-February 1966) p. 29. 
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In the field of social reform policies, education and health have 
been the greatest concerns of Frei. The appropriate budgets and 
also achievements have been bigger than those of past governments. 
The major instrument for these policies has been Promocion 
Popular. 


Promocion Popular (Popular Promotion) could be defined as a 
process to integrate the marginal man into the social life of the 
country by means of building intermediate structures, composed 
and managed by the people themselves and directed by the gov- 
ernment.** Initially, it seemed that this was going to be an effort 
to improve the living conditions of the slum dwellers, conditions 
characterized by illiteracy, illness, poor housing, extremely low 
incomes, high rates of crime and low degree of participation, all 
of which define the concept of marginality (marginalidad). Later 
this concept was extended to include the formation of labor unions 
and agrarian unions. In 1966 the government attempted to create 
a formal institution out of the Consejerta de Promocton Popular, 
which has functioned only at the level of the Presidency since Con- 
gress has denied such legal recognition. For several reasons it is 
most difficult to assess the significance and the achievements of 
Promocion Popular. 


First, the diffuseness of goals formulated during the presidential 
campaign as an appeal to the lower income groups of the urban 
areas, became a matter of policy through the give-and-take of com- 
promise, once the PDC was in power. Secondly, the program ap- 
peared as partisan and the PDC did not like to commit itself to 
such a course of action in an all-out fashion. Third, the paternal- 
istic approach of the promotores produced a lack of confidence in 
the slumdwellers and several conflicts have developed due to the 
lack of communication between the agency and the poblador. By 
the same token, if a project proved successful, Promocion Popular 
has publicized it as its own and no recognition has been granted to 
the efforts of the people. Fourth, the PDC has tried to use the 
Consejeria as a political tool and, therefore, it has aroused the 
suspicion of both the pob/adores and the left. The efforts of the 
Communists have been quite successful in organizing cells in the 
slums by showing their support and paying close attention to the 


24 Mensaje Presidencial 1967 see pages 483-491. These elements have 
been adapted from: Mensajes Presidenciales 1966 and 1967; Revolucion 
en Libertad (Santiago: October 1965). 
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particular problems of the people. In some other cases, the Com- 
munists have been successful in infiltrating the organizations set 
up by Promocion Popular and press from within for more help 
or show the ineffectiveness of the program. 


All of these elements have resulted in violent opposition to the 
establishment of Promocion Popular as a government's agency. 
The PDC itself shows enough doubts as whether to continue to 
push forward with it. If anything, the program has had dual 
effect: it has awakened the pobladores to new possibilities, while 
not creating an identification with the PDC. 


Ill. Timetable of Reform Management. Response of the 
various societal groups to the process of reform management varies 
according to the degree and nature of their involvement. The 
main concern centers around first the degree to which vested in- 
terests (economic interests in the campo, industry and commerce 
and generally the urban middle class) are willing to accommodate 
and accept changes and second, the degree to which the masses 
(e.g. low income groups, industrial labor and the campesinos) 
will formulate demands along the line of governmental thinking 
and action. Thus the element of timing combined with the dimen- 
sions of projecting and implementing socio-economic reforms 
appears as determinant. We plan to examine in terms of this pro- 
jection process image-building on the national and international 
level, while implementation will deal with some of the specifics 
of limitations imposed by the structure and functioning of the 
Chilean political system itself. 

The primary characteristic of the projection process is rather 
self-evidently, the presentation of reform plans and programs in 
general broad terms that lack details and clearcut explanations of 
methods of implementation. This feature is a direct result of 
political necessities that burden most young reform-oriented non- 
Marxist governments. Whatever general specificity might exist 
in projection it will usually refer to: 1) projects of great emotional 
impact (spectacular projects that can be easily popularized but 
have limited long-range significance), or 2) projects that are or 
have been popularly accepted as an integral part of a reform orien- 
tation such as, for example, agrarian reform (in other words, 
projects that enjoy a wide popular acceptance in terms of their 
basic promise but not necessarily their detailed implementation). 


The second characteristic of the projection process is the stres- 
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sing of a revolutionary character of reforms and changes by pre- 
senting these in such terms that they appear to be offering maxi- 
mum rewards for maximum efforts but with a minimum degree of 
sacrifice. Naturally, this feature will enable an initial and rather 
emotionally oriented identification with a political movement or 
party such as was the case with the PDC before the 1964 elections.” 
In the long run, of course, it is much more clear that the extent 
of rewards will be moderated and the sacrifices, through these con- 
flicts, will be more manifest. 


Experience of the PDC in Chile suggests that the presentation of 
alternatives either on the extreme left or right can serve as another 
important characteristic of the projection process. The PDC maxi- 
mized the alternatives in extreme and negative terms by pointing to 
social stagnation on the one hand or the prospect of the authoritari- 
anism of the communist-Marxist solution on the other as being the 
only other options available. Naturally in this setting the PDC 
placed itself conveniently between these left and right extremes 
on the political continuum into a position that was sufficiently 
revolutionary, reform-oriented, and leftist to be clearly dissociated 
from the center or right-of-center and sufficiently respectably in 
its values and ideology to be looked upon by the same center and 
right-of-center as ‘‘one of their own.” 


The fourth characteristic is the constant appeal for national 
unity and cohesion and a tendency to decry the lack of solidarity 
and adherence to reform policies.** As did the PDC in Chile, 


25 The so-called ‘Plan Frei,’ widely heralded before the 1964 presiden- 
tial elections offered the image of a governmental strategy for develop- 
ment that implied careful planning, capability for the realization of these 
plans and the availability of funds for the financing of same. See, Plan 
Frei (Santiago: Edit. del Pacifico, 1963) and Revolucion en Libertad; 
Resumen Informativo de Un Ano de Gobierno (Santiago: La Nacion, 
1965). 

*6 The PDC and the Frei government constantly refers to the need for 
national unity and societal collaboration in the solution of developmental 
tasks. Obviously, national unity does have its functional aspects in rally- 
ing the people for performance but it also does have its pitfalls if not 
properly manipulated. Shortly before the April 1967 municipal elections 
the PDC leadership decided to convert the elections into an affirmative act 
of popular acclamation for the policies of the Frei government by turning 
it into a plebiscite. As the elections neared the PDC propaganda apparatus 
increasingly chose to utilize a “‘yes-no” alternative argument, meaning 
that all votes against the PDC are votes against development, the future of 
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reform-oriented political parties and movements tend to present 
themselves as “‘saviours of the nation” and often project themselves 
as the only viable alternative for national development. While 
national unity is emphasized, internal party unity itself receives 
plenty of attention under the same collective set of arguments. In 
this sense, within the party, and also to a lesser degree on the 
national level, there is often a constant emphasis upon the ad- 
herence to the basic tenets of ideology. Thus Christian Democrats 
before and shortly after the 1964 elections wanted not only that 
people vote for them and support them but also that they believe 
in what the Christian Democrats were talking about. Naturally 
if the latter is a criteria for and acceptance of “true believers” 
then the party itself has to face up to a flooding of its ranks by 
ideological opportunists, people who make themselves a part of 
the reform process not because of their capabilities but because of 
their swift and parroting acceptance of the basic tenets of dogma.” 


Also the PDC is forced to discover those “‘built-in’’ limitations 
of a traditional society of which the more “conservative” and 
battle-hardened parties of the left and of the right were only too 
well aware. These built-in limitations include a whole range of 
problems from a set of personal values and attitudes to institutional 
arrangements of the most complicated sort but are related to the 
concern with societal and national unity. Because people's habits 
are hard to change, their work and professional customs, their view 
of institutions and their approach to conflict resolution in every- 
day life will also be difficult to alter. Even more significant in 
Chile is the fact the Chilean urban society, as pointed out before, a 
substantial part of the population, is basically “middle class” in 
its values and aspirations. And this middle class orientation 


Chile, the national interest—indeed, treason! While in this specific in- 
stance the plebiscite policy was the direct result of some strategy failure 
based upon misleading survey indicators, (See Luis Hernandez Parker, 
“Chile se ‘municipalizo’ en tres fuerzas parejas,’’ Desfi/e (Santiago), April 
4, 1967) the general trend is a persistent one. 

*7 For example in Antofagasta, in the northern mining district, the PDC 
has come to realize that the ‘flooding’ of the party organization is in 
direct correlation to the rise in expectations of new or potential party 
members for job opportunities. In Antofagasta, according to the local 
party leadership, during 1965 and the first part of 1966 there has been a 
tremendous influx of jobless pobladores, who joined or tried to join the 
party with the full expectation of a better job, or a job per se. 
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strongly suggests a compulsive rejection of innovations that tend 
to upset or alter already well-established channels of peer rela- 
tions and methods of peddling influence and obtaining and utiliz- 
ing information. Undoubtedly the PDC is trying to change some 
of these deeply imbedded values by drastic and highly artificial 
sets of administrative decisions such as the jornada unica, (the 
unified work-day, without the traditional mid-day svesta) restric- 
tions upon serving liquor at certain hours, enforced work disci- 
pline, etc. But at the same time the PDC itself is mellowing and 
learning about the technique of compromise, or perhaps in other 
words it is being “corrupted” without the negative implications 
of the term. 


Image-building on the international level has somewhat dif- 
ferent connotations than the same process on the internal level. 
While the PDC’s example might be an appropriate demonstration 
of the cleavages existing between the projection of an appealing 
image and the manipulative maintenance of the same within the 
Chilean political system itself a slightly brighter picture emerges 
on the international scene. On this level as President Frei’s ex- 
ample suggests, it is much more easy to project an image of inno- 
vation and dynamic reform orientation. The very fact that the 
PDC 7s in government only reinforces this appeal. 


One of the much-discussed and appraised political developments 
in the Latin America of the past decade has been the emergence 
of Christian Democracy as an apparent important alternative to 
the marxist version of social reform and development. The 1964 
victory of Frei was presented indeed as the first step toward the 
implementation of the promises of Christian Democracy on the na- 
tional level and thereby offering a mode for hemisphere-wide 
application. In the eyes of the Chilean PDC leadership being a 
Christian Democrat is much more than merely being a Chilean 
Christian Democrat. The constant emphasis on the idea of con- 
fraternidad latina helps to create the image of Christian Democracy 
not only being a dynamic alternative to the “‘capitalist’’ or marxist 
paths of development but also appearing as the /atino version of 
modernization on an international scale.** And finally one should 





28 Frei’s travels in Europe and in Latin America, the general treatment of 
Chile in the international press and Chile’s role in the process of Latin 
American integration are telling examples of this phenomenon. At the 
Vth World Congress of Christian Democratic parties held in Lima during 
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not overlook that the rewards of international popularity are much 
higher than the projected or actual achievements would warrant: 
the image of the PDC is totally associated indeed expressed in 
terms of the vast popularity of President Frei. To manipulate this 
in the external environment is relatively easy: there no votes to 
be gained or lost as is in the case with the Chilean voter! The 
relative importance of this international image is in maintaining a 
sense of pride and identification with the party's efforts on the 
national level and a posture of success on the international one. 
The function of the two is to reinforce each other. 


Concluding Comments. The example of Chile suggests that the 
management of socio-economic reforms is a difficult, slow and 
many-pronged process. Once the excitement and the halo of 
political victories wear off the day-to-day management and reso- 
lution of conflicts assume primary importance. Performance— 
the indicator of change and development—is both dependent upon 
capabilities and time. But time is the one that is most scarce. 
Unfortunately “delayed gratification” is acceptable only for a few; 
people want results and rewards immediately and the notion that 
rewards will have to be “‘re-invested” into the system is not a 
popular one. 


But changes do occur. They occur if the government wants it, 
plans for it and helps to bring it about or not! If nothing else, 
Chile has experienced during the last two years a definite trend 
toward the redistribution of income and the involvement of new 
groups in the political life on the national and local level. In 
this sense reform management is a tedious, undefined and ex- 


April 1966 the Chilean delegation played a key role in setting the tone 
and pace of discussions. It must have been an enormously satisfying ex- 
perience for the PDC delegation, headed by Senator Patricio Aylwin, to 
note that they were treated as the representatives of a movement that plays 
the role of a “punta de lanza” in spreading the Christian Democratic 
version to development. In international terms the movement (meaning 
both the PDC in Chile and the hemisphere-wide application of PDC 
ideology) is defined as reformist-revolutionary but hostile to Marxism, 
which is considered as a different form of imperialism. It is independ- 
entista in refusing to accept the predominance of the United States in 
hemispheric affairs. There is a reliance on cautious ‘'Third Road”’ policies, 
essentially pro-Western in value orientations but at the same time committed 
to the cause of developing nations, minimizing the relevance of the Cold 
War conflict to the problems of these countries. 
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asperating process of manipulating social, economic and political 
forces in an essentially traditional environment. It is tedious be- 
cause there are no short answers and quick solutions to problems 
that are the result of years of stagnation and inferiority. It is an 
undefined process because goals and means are often dependent 
upon the whims of political life, capabilities and resources. It is 
exasperating because it is a process that demands also conciliation 
and compromise. And ultimately the dichotomy between reform 
and revolution also remains unresolved, while the prize of inertia 
looms ever greater as Regis Debray warns: 


“This encounter is simply rational. In a given historic situation 
there may be a thousand ways to speak of the revolution; but 
there must be one necessary concordance among all those who have 
resolved to make it.” * 





*® Regis Debray, Revolucion dans la revolution? (Paris: Libraire 
Francois Maspero, 1967). 
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Value Orientations and 
Northeast Brazilian 
Agro-Industrial Modernization 


by H. W. HUTCHINSON * 


It is almost meaningless to discuss modernization in the North- 
east Brazilian plantation system at this point in time without plac- 
ing it in a larger context: 1) sugar as a world commodity, 2) 
Brazil’s place in the sugar industry and 3) comparison with the 
sugar producing plantation system in Sao Paulo which has recently 
emerged as Brazil's leading sugar state. This latter point | is 
especially important, for now we can deal with the same crop, 1 
the same society at the same point in history, grown under a 
identical circumstances—i.e. the “plantation system’’—, regulated 
by the same federal agency (the Institute of Sugar and Alcohol 
or IAA), and dealing with the same economic problems 1 in relation 
to internal and external markets. Yet, one system is characterized 
by success—modern, flexible, dynamic, while the other, the 400 
year old Northeast plantation system must be labeled a failure: 
antiquated, rigid and in a state of almost total collapse, being held 
together by efforts from outside the region itself in order to avert a 
large scale social and economic disaster. 

Climate, topography, race, ethnic composition, social history, 
land tenure system, and social stratification have been blamed for 
the increasingly desperate Northeast situation. A recent addition 





* Professor of Anthropology, University of Miami, This paper was 
delivered at the colloquium on the Modernization of Brazil, Louisiana 
State University, sponsored by the Latin American Institute with the sup- 
port of the Wenner-Gren Foundation for Anthropological Research 
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to the list implies that the present crisis is maintained for political 
reasons.’ In this paper, I propose to examine some of the value 
orientations of Northeasterners in an attempt to understand their 
relationship to the present situation. 


First, however, let us define modernization. In a recent publi- 
cation, Manning Nash ® states: 


At the center of the modern socio-economic world, the indus- 
trial revolution is the application of a growing science to all 
branches of production. The application of science to production 
involves a value system conducive to the relatively unhampered 
search for new knowledge, a positive approval of innovation, and 
a high tolerance for ontological uncertainty. It also requires a 
social structure where political and class groups are willing to 
run risks of innovation as these may affect the distribution of 
income and power. And it requires mobility of resources and 
manpower, hence some assurance that effort and reward are 
linked in a socially recognized and enforceable manner. It re- 
quires the kinds of persons who will make innovations, who will 
apply them to the processes of production, who will move in 
response to economic opportunities, and who will permit a good 
part of social honor and prestige to be determined by success in 
the economic sphere. 


In the broadest sense, this set of outlooks is modernity as we 
now understand that concept. Modernity is the social, cultural 
and psychological framework which facilitates the application of 
science to the processes of production. And modernization is the 
process of making societies, cultures and individuals receptive 
to the growth of tested knowledge and its employment in the 
ordinary business of daily living. 

It is my contention that neither the social, cultural and psycho- 
logical framework of modernity nor the process of modernization 
is at work in the Northeast Brazil plantation system. They may 
be at work in other sectors of the Northeast, but not in the sugar in- 
dustry. I do not feel that this is because of the vertical agro- 
industry or plantation system, per se, for modernization has taken 
place in an identical system in Sao Paulo, in terms of agricultural 
yields, industrial production, the imaginative and experimental 
approach to the use of sugar cane sub-products for paper, waxes, 


1Roett, Riordan. The Northeast, in Brazil, Field Research Guide, 
Levine, Robt. M., ed., N.Y., Institute of Latin American Studies, Columbia 
University 1966. 

? Nash, Manning. Primitive and Peasant Economic Systems. Chandler 
Publishing Co., San Francisco. 1966. p. 123 
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plastics, animal foods and so on, as well as in the social aspects 
of the plantation areas which have a look of prosperity and of 
belonging to the modern world.’ This Paulista plantation system 
is very much characterized by the set of outlooks Nash describes. 
In fact, Paulo Maciel, former President of the IAA and a North- 
easterner, recently pointed out in desperation that sugar cane 
planting in Sao Paulo is a purely economic enterprise, while in the 
Northeast it is still a social status.* 


It was this social status which burst upon the scene after 1960 
when considerable social unrest was reported in the sugar cane 
planting area of Pernambuco, and especially after a sugar cane 
plantation, Caxanga, was seized by the workers. Robock refers 
to this as the point when “‘the United States discovered Northeast 
Brazil” and the Northeast entered the “big league” in terms of 
foreign aid and development through planning.’ However, the 
Northeast has been a problem area for Brazil for a long time, not 
only because of the recurring droughts, but primarily because its 
basic regional economic activity, the agro-industrial production of 
sugar, has declined so drastically. As a major regional activity, 
the sugar industry had reached its apogee in the middle of the 17th 
century. In other words, this decade’s crisis has been in the making 
for about two centuries and is, therefore, but the latest one in a 
mounting of crises. 


In fact, many Brazilians, even from the northeast states, are 
convinced that the region is beyond recuperation and although 
they tend to harbor romantic and nostalgic sentiments about it, 
their common practical sense tells them they are dealing with a 
hopeless case. But hopelessness is not part of the modernization 
trend of the present day and consequently the Northeast as a major 
region is the scene of herculean efforts to develop it. 


It is significant however that most of the developmental efforts 
have not been aimed at the sector in which the 1960 episodes oc- 
curred—the sugar cane plantation system—but instead have been 


> Hutchinson, H. W. The Transformation of Brazilian Plantation 
Society, April 1961. 

* Brazil Acucareiro, April, 1965. p. 16 

* Robock, S. H. Brazil's ieailioee Northeast, The Brookings Insti- 
tute, Washington, D.C. 1963. p. 140 
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of an overall regional nature, aimed at agricultural and especially 
non-agricultural activities: industrialization, construction, mining, 
transportation, trade services, as well as out-migration, birth con- 
trol, education, and so on. 


A basic dilemma appears in regard to development in the plan- 
tation subregions. In spite of the regional historical, political, 
socio-economic and emotional overtones involved, sugar is a 
problem commodity throughout the world. Even if this one re- 
gion’s sugar production were modernized, there is no pressing need 
for the product; indeed, if it were to become too readily available, 
it would act to create further depressed regions in other “critical” 
world areas. 


Nevertheless, seen from a regional point of view, there is a need 
for modernization, re-structuring or upgrading in this plantation 
area in which the well-being of several million people is involved. 
To date the system producing sugar in the Northeast has demon- 
strated a constantly deteriorating trend compared to the technical 
and social advances in other world area producing the same pro- 
ducts. It was approximately ten years ago that the Northeast lost 
its lead to Sao Paulo as Brazil’s major sugar producer. Northeast 
planters tend to blame outside factors for the success of other 
areas in taking away their markets, such as cheaper labor, better 
natural conditions, political protection, etc. In the meantime the 
Northeast situation continues to worsen visibly. The system is 
not functioning sufficiently well to provide satisfactory living 
conditions for the bulk of the population dependent upon it. 


For some perspective on the complex regional problems, let us 
examine the Northeast as a whole and the plantation system in 
relation to it. The Northeast, as used here, includes nine states: 
Bahia, Sergipe, Alagoas, Pernambuco, Paraiba, Rio Grande do 
Norte, Ceara, Piaui, Maranhao. These nine states include 18% 
of Brazil’s total area. The population of the Northeast in 1960 
was 22.4 millions. 


The Northeast is recognized as an area of great poverty. The 
per capita income levels in the Northeast are only about one-half 
or $140 (U.S.) of the national average which is $280, and reaches 
only ¥3 of the average for the “heart land” ($410) of Brazil's 
industrialized region. 


Agriculture is the major economic activity, supplying almost 14 


of the total regional income and about % of the total regional 
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employment. Bahia, the richest and most populous state of the 
region, accounts for almost 1/3 of the total Northeast farm income 
—due mainly to its cocoa bean producing sub-region. In 1960, 
cocoa beans and their sub-products, cocoa butter and paste, ac- 
counted for about 1/ of the value of Northeast exports. Next in 
order of importance were sugar, sisal fibres, tobacco, carnauba, 
cotton and castor oil. 


The plantation system I wish to deal with in this paper is prob- 
ably better described as composing what Wagley ° has called the 
Northeast coast culture region—the plantation region “par ex- 
cellence.” This is one of Brazil’s most densely populated areas 
and is the one which seems to have stagnated the most—caught up 
in its own cultural baggage and world view, and seemingly un- 
able to work its way out. 


In this area, sugar is the most widely spread plantation crop. 
There are 131 usinas (sugar factories) at the present time in the 
Northeast, distributed as follows: 


State Number of Usinas 
Piaui 1 
Ceara I 
Rio Grande do Norte j 
Paraiba 7 
Bahia 11 
Pernambuco 53 
Alagoas 27 
Sergipe 27 

131 


A large percentage of the region's population is directly involved 
in and dependent upon sugar production. T. Lynn Smith has 
pointed out the difficulty of arriving at exact population figures 
involved in plantation systems.’ However, it is estimated that in 
the state of Pernambuco, alone, 170,000 families, or approximately 
1.5 million people, are engaged directly in the sugar cane planta- 


® Wagley, C. Introduction to Brazil. Columbia University Press, New 
York. 1963. p. 33. 

‘Smith, T. Lynn. Some Observations Relating to Population Dynamics 
in Plantation Areas of the New World, in Plantation Systems of the Neu 
World. Vera Rubin, ed., Pan American University, Washington, D.C., 
1959. 
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tion system. For Brazil as a whole it is estimated that 300 wsénas 
employ more than 60,000 people in the industrial and adminis- 
trative sectors and more than 600,000 employees in the agricultural 
sector. These employees with their families constitute more than 
two and one-half million people directly connected with the sugar 
industry. More than half of them are in the Northeast. Most of 
Brazil's sugar, whether in the north or the south, is produced under 
what is referred to as the plantation system. In the Brazilian con- 
text, this system takes the following form: 


a. 


The Sociedade Anonima agro-industrial, which is the formal name 
of an wsina, owned usually by an extended family. An wsina 
consists of: 7, a sugar factory located on one of 

zi. a number of land units of varying size, 
but usually averaging 1,000 acres. Each land unit, referred to 
as a fazenda or engenho is operated as a separate agricultural en- 
terprise, under the guidance of a general agricultural administra- 
tor who resides at the sugar mill nucleus. Each fazenda has a 
nucleus of resident workers under the direction of a local adminis- 
trator and a field foreman. During harvest seasons, the resident 
labor force is augmented by contracted workers who come from 
outside the region or from the small towns within it. There are 
about 300 ws/as in Brazil, of which 131 are located in the North- 
east. 


The fornecedor or lavrador de cana—the cane supplier. There 
are two types: / the large-sized one, which is referred to as a 
fazenda or engenho and which has a resident workers’ nucleus, 
an administrator and foreman, and which also employs migrant 
workers during harvest season. i/. The small-sized, frequently 
called a sitio, and which usually is owned and operated by a 
family. 

There are over 30,000 fornecedores in Brazil. 


The system is regulated by the Institute of Sugar and Alcohol, 
(IAA) which has established a quota or maximum amount of 
production of sugar cane for each fornecedor and for each usina 
fazenda. The IAA also determines a quota of sugar for each 
factory, as well as the production of a certain amount of alcohol. 
Northeast units seldom come near achieving their quotas. Fur- 
thermore, the IAA yearly determines the price to be paid for each 
ton of sugar cane, and the price per bag of sugar produced. The 
normal federal labor legislation determines the minimum salary 
levels to be paid to both agricultural and industrial workers. The 
IAA also is the sole exporter of sugar. Furthermore it ts 
charged with the overall development and equilibrium of the 
sugar industry. 


The annual operation of the system is financed through the agri- 
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cultural desk of the Bank of Brazil. Both wszas and fornece- 
dores finance their operations yearly. 
Keeping this picture in mind, let us look briefly at the wider 
sugar situation. 


In 1965 the world’s sugar production reached a total of 
64,567,354 metric tons with a gross value of over ten billion 
dollars. This total represented an over-supply of between four 
and five million tons. Of the total, 58% was made from sugar 
cane, and 42% was processed from the sugar beet. 


Almost every nation in the world manufactures sugar. Con- 
sequently, the marketing arrangements are highly complex and 
reflect international political alignments to a great extent. Nearly 
2/5 of the world sugar production moves in international trade. 
There are two kinds of prices for sugar moving in world trade: 
the world non-quota (“free”) price, and the U.S. and British 
prices which function under a series of quotas, allocations and con- 
trols. The free price tends to fluctuate widely in response to avail- 
ability. In 1965 the free price varied from 2 to 11 cents a pound. 
On the other hand, the quota prices tend to remain stable at almost 
double the free price. Only about 10% of the total annual world 
product is sold on the world or free market. Over 7/ move under 
quota systems, and there is considerable pressure exerted to in- 
crease one’s share of the U.S. quota. 


Before 1960, Cuba and the Philippines together supplied 90% 
of the U.S. imports. Since the cessation of the Cuban trade, the 
U.S. has redistributed the foreign share of its internal market to 
about twenty-five suppliers including Brazil, the Philippines being 
the major supplier. In 1963, the twenty-five quota countries sup- 
plied the U.S. with 3,011,000 short tons, while 1,726,000 tons were 
legally reserved for Cuba’s eventual use. The official Brazilian 
position at present, meeting in OAS sessions, is that 90% should 
be restricted to Western Hemisphere suppliers. 


Brazil is one of the world’s largest cane sugar producers. Its 
production in 1965 was 4,613,792 metric tons of which it was able 
to export 818,488 tons. Its internal consumption was 2,948,910 
metric tons, a per capita consumption of 36.3 kilos. It closed the 
year with stocks of 2,281,255 metric tons. The Plano de Safra for 
1966-67 provides for a total production of 65,000,000 sixty kilo 
bags, or 3,900,000 tons of which fourteen million bags or 840,000 
tons were designated for export. 
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Until about 1960, Brazil participated only sporadically in inter- 
national export marketing. However, since 1960, it has attempted 
to acquire a share of the redistributed U.S. quota, as a means of ac- 
quiring badly needed foreign exchange. The necessary increase in 
production was a challenge which the Northeast was unable to 
meet and still supply Brazil's internal market. For example, in 
1963, sugar exports (mostly from the Northeast) earned approxi- 
mately $72,000,000 in foreign exchange. The following year, an 
internal shortage of sugar became apparent, blamed on a lack of 
transportation between north and south, and on ineptness of manip- 
ulation. Consequently in 1964 exports earned only $45,000,000 
and at the same time it was claimed that Brazil missed a chance 
to enter the U.S. quota system in force because of insufficient 
sugar. 


In 1965, Brazil's quota to the U.S. market was 269,243 short tons. 
It actually supplied 322,994 tons. Of its total exports, 549,245 
metric tons were sold on the free market. Since it has been fre- 
quently sold at a lower price on the free market than it costs to pro- 
duce, the difference has been made up by government (IAA) 
subsidy which is a severe drain on the overall economy. 


While nearly state in Brazil produces centrifugal sugar, the 
Northeast coast, until 1955, was the major Brazilian ‘‘sugar bowl,” 
both traditionally and in fact. The Northeast supplied the major 
part of Brazil's internal market as well as most of the sugar which 
the country exported. The Northeast enjoyed a protected position 
in regard to sugar, since sugar formed the basis of the regional 
economy. In spite of this, the Northeast gradually became unable 
to satisfy the country’s growing demand in regard to internal 
markets and was unable to meet the challenge of an expanded 
export market which appeared on the scene in the sixties. 


A series of factors leading to this became apparent. Agricul- 
turally the Northeast has had an extraordinarily poor record in 
recent years. Its cane production was, and still is, low—barely 
reaching 40 tons per hectare, compared to 60-80 tons in the south. 
(A world high is Hawaii with 200 tons, although based on a con- 
siderably longer growing season as well as more modern methods.) 
The amount of manual labor involved is also high—3.6 man-days 
per ton of cane as compared to 1.4 in the south. 


Industrially, a large number of mills have become obsolete and 
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inefficient. Transportation from the field to the mill, and from 
the mill to the major distribution centers within the region, as 
well as links with the rest of the country have been inadequate for 
along time. Entrepreneurship in relation to the sugar industry as 
a whole has been also lacking. 


Overall results have been low production, high costs and periodic 
shortages. After World War II the Paulista planters began their 
expansion of sugar-cane planting, since it was estimated that 747% 
of the internal market is located in the center-south region of 
Brazil, not only in terms of direct household consumption, but also 
in relation to the south’s growing food-processing industries which 
require large amounts of sugar. Consequently by 1955 Sao Paulo's 
sugar production was equal to, and has since been greater than, 
that of the Northeast. For 1966-67’s crop, Sao Paulo’s quota is 
30 million bags; the entire Northeast was only 20 million bags; 
Pernambuco (the principal Northeast producer) was 11,586,000 
bags. 


The Center-South region is now considered ‘‘auto-sufficient”’ in 
terms of its own internal market and is now prepared to enter the 
export market strongly. A major question is, export to where and 
under which system? A question which doesn’t concern us in this 
paper. The Plano de Safra for 1966-67 divides the export quota 
evenly between Sao Paulo and the Northeast—seven million bags. 
Furthermore, the South-Center will shortly be producing even more, 
since recently the IAA approved the establishment of eight new 
usinas in the south, financed by funds from the Instituto Brasileiro 
do Cafe. 


At this point, part of the dilemma mentioned above becomes 
clearer. The IAA policy in recent years has been that the North- 
east sugars are the primary source of export sugars as well as for 
internal market. But at present, Northeast sugar costs more to 
manufacture than does Paulista sugar due to overall obsolescence 
of the Northeast agricultural and industrial picture. Thus the sin 
in regard to export is compounded. Inasmuch as the country’s 
most costly sugar is exported for the most part to a competitive 
free market often at very low prices, the difference has been made 
up to the growers by government subsidy paid for by north and 
south areas alike. 


Another aspect of the Northeast’s dilemma becomes apparent 
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when one examines the end of year unsold stocks. In early Jan- 
uary 1965 the sugar crop financing system in the Northeast dried 
up because of the unsold sugar. Pernambuco was bailed out through 
emergency measures by the IAA and the Bank of Brazil at a cost 
of seven billion cruzeiros, plus raising the price per bag of De- 
merata (export) sugar three thousand cruzerios. This emergency 
measure permitted the wsivas and the cane suppliers to repay loans 
on the previous harvest, pay the agricultural and industrial work- 
ers, finance the between-harvest-season period, and thus prevent 
a total regional collapse. 


In summary, the Brazilian sugar industry has undergone con- 
siderable change in the past ten years. The traditional sugar bow], 
the Northeast, has been supplanted by the new Paulista sugar bowl. 
At the same time the Northeast plantation region has arrived at a 
point of almost complete socio-economic breakdown and chaos 
which, since 1965, has been prevented only by stop-gap measures of 
the IAA and the Bank of Brazil. At the present time efforts are 
underway to carry out a re-structuring of the Northeastern agri- 
cultural complex by the combined efforts of the IAA, the Bank of 
Brazil, SUDENE, and the Alliance for Progress. 


The outline of the plan is as follows: 
. The President of the Republic approved (in July 1964) the 
following directives: 


1) The problem of sugar in the Northeast should be included 
among the problems to be resolved within the framework of the SUDENE, 
obviously with the collaboration of the IAA; 


2) The problem is basically of production, agricultural as well 
as industrial, but more agricultural than industrial; 


3) Interms of agricultural productivity it seems to be necessary to: 


a. Carry out zoning, with reduction of cane planting in the 
area of hills, the implantation of other crops in the liber- 
ated areas and association of complementary activities, 
such as stock raising; 


b. The rationalization of the system of transportation, 
especially inter-county and inter-district; 


c. The implantation of a variety of high sucrose content 
sugar cane; 


d. The implantation of a rational system of irrigation; 











AGRO-INDUSTRIAL MODERNIZATION 83 


e. Agricultural training, including training in the sector of 
mechanization; 


1) In terms of industrial productivity: 


a. Greater centralization in the production of sugar, with a 
concentration of the present ~s/vas according to a rational 
plan; 


b. The gradual elimination of the astnas of low productivity 
within a scheme which provides for resources to modernize 
them for other lucrative undertakings which will absorb 
the unemployed; 


c. The installation of one or more heavy machinery factories, 
in strategic places, for the re-equipment and repair of the 
sugar-making factories (wsias). 


The problem posed, then, is why a region which enjoyed a favor- 
able position, economic as well as political, not only failed to main- 
tain itself and grow in proportion to the rest of the nation’s growth 
and development, but instead reached a point of almost total 
collapse and chaos. I feel that the reasons lie not only in the field 
of the structural aspects, suchas financing, land tenure, factory 
equipment, and so on, but primarily in the underlying value orien- 
tations of the groups—owners, administrators and workers— 
involved in the production processes. It is some of those values 
I wish to examine now. 


Using the conceptual categories of variations in value orienta- 
tions as set forth by Kluckhohn and Strodbeck,* let us examine 
some of the value orientations at work in the Northeast coast re- 
gion. 


To begin with, the view of the relationship of man to nature 
gives the greatest insight into the contemporary Northeast planta- 
tion pattern. Northeast coast planters for the most part fall into 
the orientation of viewing man as subjugated to nature. This 
major value orientation is related to two major Northeast 
characteristics: urbanism and agricultural anti-technologism. 


The degree of urbanism as a cultural pattern has been noted by 
Harris and Leeds *® and its demographic aspects have been shown 


§ Kluckhohn, F. and Strodbeck, F. Variations in Value Orientations. 
New York, Row Peterson, 1961. p. 12. 

® Harris, M. Town and Country in Brazil, New York, Columbia Uni- 
versity Press, 1956. Leeds, A. Economic Cycles in Brazil, unpublished 
Ph.D. dissertation, (Columbia University, 1957). 
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by Morse and Wolfe.*® The urban orientation is probably respon- 
sible for the absenteeism which is so often reported for plantation 
areas. In the Northeastern case, the pattern is probably better 
described as semi-absenteeism on the part of the planters— al- 
though for the most part, the residences and business offices of 
the planters are in the state capital cities, which offer the highly- 
prized social life. Life on the plantation is considered a hardship 
for the isolation it imposes. 


One immediate consequence of this urban pattern, particularly 
of uzineiros is that the major tax on sugar (as on all other pro- 
ducts) called Vendas e Consignacoes, or Sales and Consignment, is 
paid in the capital city where the firm’s business office is located, 
rather than in the county where the plantations and sugar mills are 
located. Part of the tax is redistributed to the municipios on a pro- 
rated basis. This has meant that the municipio containing the 
capital city has profited greatly from the transactions based on 
wealth produced elsewhere. Traditionally the sales and consign- 
ment tax has constituted Brazil's primary source of revenue. Pay- 
ment of this tax in the major urban setting has acted over the cen- 
turies to drain off the agricultural wealth and to impoverish local 
municipal governments, eliminating any possibility of the provision 
of public services, roads, welfare, etc., for the local plantation and 
small town populations—in other words, any prospect of urbanism. 


The urban theme is repeated on a smaller scale in the county 
seats, where by general concensus the small revenues of the munt- 
cipios are employed almost entirely in the county seat, and seldom 
in the rural area of the county. The idea that nothing can be 
done to control nature has fostered the emphasis on the urban 
scene leaving the rural area as something to be exploited when 
possible and drawn back from in time of drought and heavy rains. 


Another consequence of this orientation of the Northeastern 
planter toward nature has been the development of what Leeds 
describes as anti-technologism for the case of cocoa, but which 
also appears strongly in sugar cane. The non-acceptance of new 
agricultural practices in relation to soil conservation, soil prepara- 





1” Morse, Richard. Urbanization in Latin America, Latin American 
Research Review. vol I. No. 1. 1965. p. 42. Wolfe, Marshall. Rural 
Settlement Patterns and Social Change, in Latin American Research Review. 
Vol I, No. 2. 
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tion, seed selection, cultivation and hygiene practices, and fertiliza- 
tion, have led to consistently lower yields. Traditional methods 
are valued, and to support them there has been the growth of a 
mythology of the unfailing richness of the Northeast coast soils— 
the famous massapes—their resistance to erosion, and of the no- 
bility of fighting them. This is further bolstered by another more 
“enlightened’”” myth—that of the impossibility of new techniques 
in the cultivation practices, of the use of mechanization and of 
road building in the area of massape. 





Throughout plantation Northeast the agricultural school, the 
agronomist, and the experimental stations established by the IAA 
have no prestige whatsoever. Very few planters or wsineiros send 
their sons to agricultural schools, or consult with the specialists 
available at the regional experimental stations. In fact, the ex- 
perimental stations are used as the whipping boy by regional 
planters when something goes wrong. 


The end result has been that throughout the region the direction 
of the agricultural sector has been in the hands of “practical” field 
administrators who have moved up the agricultural ladder to posi- 
tions of responsibility but who have had no scientific training in 
agriculture and who, therefore, work to preserve the traditional 
methods. 


A corollary of the agricultural anti-technologism is a concen- 
tration upon the industrial (engineering) and commercial (market- 
ing) aspects of the total enterprise. These are more urban-like, 
they can be manipulated, and as careers are more highly regarded 
than a career in agriculture per se. The overall approach to these 
two aspects has been to squeeze more juice out of the available 
cane, process it to a higher degree of polarization, and then try to 
manipulate the market price. However, in the Northeast, in con- 
trast to Sao Paulo, almost nothing has been done in terms of the 
industrial by-products which are possible. In the past two years 
there has been some activity in this sector stimulated by the IAA as 
part of its attempt at recuperation of the area. 


In our field observations of two constellations of planter families 
over the past seventeen years, we can report that not one repre- 
sentative of the younger (present) generation has gone to an agri- 
cultural college in Brazil, or abroad, and that furthermore, not 
one has entered the agricultural aspect of the family enterprise. 
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On the whole they have gone instead into commerce, bureaucracy, 
the professions, and industry (other than those connected with 
food processing), or else they have migrated to the South. 


Another area of value orientation deals with man’s view of 
human nature. The Northeasterns’ view, if not exactly in the cate- 
gory of viewing human nature as evil, is centainly in its behavioral 
characteristics one of suspicion and distrust. The novels of Lins 
do Rego for sugar cane and Jorge Amado for cocoa underline this 
attitude. Stein has pointed out that the Portuguese commercial 
outlook of “‘secrecy is the soul of business” has had important 
repercussions in the cotton and textile industry of south Brazil. 
To a great extent the same situation exists in the northeast sugar 
plantation region. 


It has taken the form of non-cooperation with the sugar insti- 
tute, for example, in their attempt to collect data regarding produc- 
tion methods and costs (both agricultural and industrial), linked 
to their efforts to introduce modern or scientific methods in agri- 
culture, industry and cost accounting, as well as their attempts at 
agricultural extension work. In fact there has been a resistance 
to all systematic data collecting attempts, even though they are 
necessary on an industry-wide basis to provide the framework for 
planning, price setting, wage setting, etc., which is done in this 
highly controlled agro-industry, at present without the necessary 
basic information. 


At the level of supplier-ws7nezro relationship, this orientation has 
functioned to prevent a technical innovation of far reaching con- 
sequence—change in the method of payment by the mills for the 
sugar cane. Until last year all cane was paid for on the basis of 
brute weight, rather than on the basis of sucrose content. The 
cane suppliers have always felt that the wsneiros (who would es- 
sentially control the chemical processes involved) would cheat 
them if the content method of payment were used. Consequently, 
the suppliers have continued to plant the heaviest possible type of 
sugar cane—a particularly fibrous and low content variety— 
CO290, rather than newer hybrid types, less fibrous and whose 
sugar yield would be much greater. Again in support of CO290, 
considerable mythology was created concerning the vitality of the 
variety, its adaptability to soils and climate, and its resistance to 
disease. 
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A third value orientation area which in essence militates against 
modernization, has to do with the concept of time. The North- 
easterners’ time orientation is toward the present. This orien- 
tation in its more immediate manifestation in the plantation areas 
results in a short term view of response to crises as opposed to the 
long range requirements of sugar cane and of the marketing sys- 
tems involved. Immediacy, exploitativeness of natural and human 
resources, improvisation, accommodation, reign. 


Most students of Brazil are familiar with two favorite expres- 
sions: bagunca— the unplanned, the confused, and je/to—the 
momentary solution, the solution which does the trick. They are 
specific expressions of this orientation towards time in the North- 
east and they correlate well with the overall activity orientation 
which lies somewhere between being and doing. The overall 
configuration is one of letting things take their course, perform- 
ing the usual chores and duties with no view of eventual change in 
the overall context. It is as if all were going to be the same for- 
ever, as it had always been. In the face of a natural catastrophe or 
mechanical breakdown, the Northeasterners are capable of her- 
culean efforts of improvisation to get through the moment, but the 
moment is viewed as exceptional, not as one which might be pre- 
dicted and planned for. 


A final area of value relation has to do with that of human re- 
lationships. In the Kluckhohn and Strodbeck alternatives, the 
Northeast Brazil value relationship would be collateral. A domi- 
nant collateral orientation calls for a primacy of the goals and 
welfare of the laterally extended group—the traditional extended 
Brazilian family in this case, which views itself as moderately 
independent of other such groups. The Sociedade Anonima, the 
legally incorporated family group, is the predominate form in the 
plantation system, extending not only to their economic and tech- 
nological enterprises, but also to their social life. This orientation 
has had the effect of keeping the family in the plantation—that 
is, of not admitting new corporate members or new capital—both 
of which might widen the basis for change in the overall system. 
Instead, the close family group has tended to continually reinforce 
the traditional family values. 


The value orientations I have been describing are primarily 
those of “the classes” involved in sugar and cocoa production, With 
reference especially to the Northeast, I tend to agree with 
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Teixeira’s model of Brazilian social structure." What the values 
of the “‘masses” are, remains to be studied. There are indications 
that some of their values coincide with those of the classes, such 
as urbanism, anti-technologism, resistance to change (within the 
plantation framework), and suspicion— at least in those facets 
which affect their daily lives. 


In conclusion, the sum of these value orientations in the North- 
east plantation context does not add up in a way which promises 
modernization as Nash defined it. Starting with a rejection of 
nature as a viable partner, the rejection of innovation, the rejection 
of cooperation and a rejection of long range planning, they add up 
to continued tradition and to a continued cycling of crises. 


Prospects for the near future of the plantation system in the 
Northeast on the whole I think are not good, not only because of 
the weight of these traditional value orientations, but because of 
the future of the industry itself. It seems to me doubtful that there 
is any real place for it. Perhaps the Northeast planters should 
take a leaf from the Paulista’s book and diversify. I would guess 
that that is exactly what many members of planter families are 
doing with their individual lives. However, they have as yet had 
little impact on the regional system where the traditionalists who 
hung back still hold sway, claiming that they have been politically 
neglected and are therefore at the mercy of the world. In the 
meantime, the region continues to be one of “ja Teve.” 


11 Teixeira A. S., as cited in Leeds, A. Brazilian Careers in American 
Anthropologist. Vol. 66, No. 6, Part 1, Dec. 1964. 
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Assessment of the Latin American Situation 
(January 1968) as it bears on 
Military Policy 


by ROBERT S. McNAMARA * 


With respect to Latin America, we have, over the past seven 
years, thoroughly reoriented our military policy to bring it into 
line with the nature and scope of the real threat. Our policies 
now recognize explicitly the low probability of conventional 
attack on any American state from outside the hemisphere. As 
a result, we see no requirement for Latin American countries to 
support large conventional military forces, particularly those in- 
volving expensive sophisticated military equipment, ships and 
aircraft. We view expenditures for such forces as an unwarranted 
diversion of resources from the more urgent and important tasks 
of economic and social development. For this reason, we try to 
discourage the acquisition of unneeded weapons and refrain from 
providing any military assistance which would contribute to force 
build-ups in the area. Nevertheless, we recognize that the Latin 
American countries face a replacement problem when their air- 
craft and other military equipment wear out. Our policy is de- 
signed to limit their purchases to replacement items of a kind and 
a cost which will enhance their internal security capabilities and 





* Secretary of Defense. This is taken from “The Fiscal Year 1969-73 
Defense Program and the 1969 Defense Budget’’, prepared January 22, 
1968. 
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at the same time not hinder economic development. At the same 
time, we recognize that we are dealing with sovereign countries 
whose judgments regarding their defense needs will sometimes 
differ from our own. 


In this regard, however, there has recently been encouraging 
progress toward adjustment of military forces to a more realistic 
appraisal of defense needs. A treaty establishing a nuclear free 
zone in Latin America, the first regional treaty of its kind, was 
signed in Mexico City in February 1967. At the Punta del Este 
Conference in April the Latin American presidents jointly de- 
clared their intention to eliminate unnecessary defense expendi- 
tures. Even though in recent years Latin America’s military spend- 
ing has been running lower than any other area of the world except 
for sub-Saharan Africa, pressures still exist which if unchecked 
could lead to wasteful arms competitions. We hope, therefore, 
that these initiatives for arms control will prosper and grow in 
number. 


Increased recognition of the absence of a major external threat 
to this hemisphere has also helped us to focus the energies of the 
Rio Treaty nations towards the widely shared problems of armed 
insurgency. Indeed, another major change in our policy, and one 
to which both Presidents Kennedy and Johnson have been acutely 
sensitive, is the need to deal with the threat of externally inspired 
insurgencies. This threat has been a major challenge to some of 
our Latin American allies, and we have sought to help them by 
providing training, advisors and assistance in the equipment and 
techniques of counterinsurgency. Notwithstanding the encourage- 
ment and sponsorship of such insurgency by Castro’s Cuba, our 
allies have, up until now, been able to deal with it effectively 
wherever it has surfaced , in Colom- 
bia and most recently in Bolivia. The death of Ernesto Che Guevara 
in Bolivia this past fall has dealt a severe blow to the inflated hopes 
of the Castroite revolutionaries. 





But counterinsurgency alone is an inadequate response. We all 
now recognize that alleviation of the root causes of human suffer- 
ing and deprivation is essential if stable democracy is to flourish 
free of the threat of violent revolution. This recognition has been 
the inspiration of the Alliance for Progress, in which we have 
concerted our efforts, both human and material, with those of our 
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Latin American neighbors toward the goal of achieving a peaceful 
economic and social revolution within a generation. 

Cooperation in several important fields continues in the various 
inter-American diplomatic forums. In the Organization of Ameti- 
can States (OAS), a Protocol of Amendment to the Charter was 
signed last February which when ratified will: (1) strengthen the 
Organization's overall efficiency, (2) broaden its cognizance of 
and competence in dealing with economic and social matters, and 
(3) incorporate the principles of the Alliance for Progress. At 
Punta del Este, the American Chiefs of State agreed to give ‘‘vig- 
orous impetus to the Alliance for Progress’ and adopted a far- 
reaching program of action which calls for economic integration 
of the region by 1985, intensified efforts in agriculture and edu- 
cation during the coming decade, improvements in Latin America’s 
terms of trade and a concerted effort to bring science and tech- 
nology to bear on the developmental process. 


Most Latin Americans aspire, as we know, to a peaceful revolu- 
tion in their societies and their personal well-being. Since they 
want it without violence, and soon, they need the relatively modest 
military and economic help we are providing. Without this 
help, the prospects for realizing their aspirations would be slim 
indeed. At the same time, we should not forget that it is the 
Latin Americans themselves who are making the major contribu- 
tion to the achievement of Alliance for Progress goals—a contribu- 
tion which involves both hard work and a willingness to accept 
difficult social and political responsibilities. The Alliance is, in 
fact, a partnership and we are hopeful that our mutual efforts 
in this hemisphere will ultimately yield the freedom and prosperity 
which we seek for all the countries of the Alliance. 


In the 1960s the simple bi-polar configuration which we knew 
in the earlier post-World War II period began to disintegrate. 
Solid friends and implacable foes are no longer so easy to label, 
and labels which did useful service in the past, such as “Free 
World” and “Iron Curtain’, seem increasingly inadequate as de- 
scriptions of contending interests within and between blocs, and 
of the new bonds of common interest being slowly built across 
what were thought to be impenetrable lines of demarcation. Yet 
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this tendency towards a more pluralistic world, which is in our 
interest and consistent with our national philosophy, is still only 
a tendency. Within many nations the factions who see advantage 
in constructively exploiting this tendency are weak. Part of our 
job is to make it evident to potential adversaries that this more 
pluralistic world would have rewards for them also. But to make 
our case we must still face them with the prospect of encountering 
a well-coordinated alliance of nations willing to do battle to pre- 
serve their rights to independence and self-determination. De- 
spite the emerging multipolarity of power and the decline of 
simplistic Cold War ideologies, collective security arrangements are 
still a necessity. The strong must still make commitments to de- 
fend the weak from those who would force a political and eco- 
nomic order upon them. 


Thus collective security remains the foundation of our defense 
policy. Ultimately, however, true international security will be 
found only in proper relations among states, not in hardware. 
This was my theme at Montreal two years ago, and I would 
emphasize it again now. If we look ahead towards the last 
quarter of the 20th Century, the world’s overwhelming security 


problem will be the establishment of a proper relationship between 
the developed and well-fed societies and those which are hungry 
and neglected. This relationship will have to include a collective 
effort by the modern, technologically efficient, developed world 
to help the underdeveloped world to a decent existence. That 
task will require the devotion of political and economic efforts 
far surpassing any in which we now engage. 


To provide the needed effort, the developed world will have to 
compose its internal differences by agreement, not by coercion, 
and to organize itself for the common job to be done. It seems 
the lesson of human history that nations will join together effec- 
tively for such great efforts only when a common danger to their 
security is perceived. We must do our best to prepare ourselves 
and our friends, and even those who think of themselves as our 
adversaries, for the day when they perceive the common potential 
danger to our security of a hungry, angry, dissatisfied, and im- 
patient majority of mankind. We in the United States must stand 
ready to cooperate in all those areas in which progress towards a 
safe, more humane global order can be made. Our security, and 
the quality of life within the United States, demand it. 
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